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MUTUAL SECURITY ACT OF 1954 





FRIDAY, JUNE 4, 1954 


Untrep STrates SENATE, 
CoMMITTEE ON ForEIGN RELATIONS, 
Washington, D. C. 


The committee met, pursuant to call, at 10:35 a. m., in room 457, 


Senate Office Building, Senator Alexander Wiley (chairman) pre- 


siding. 

Present : Senators Wiley (chairman), Smith of New Jersey, Fergu- 
son, Knowland, Aiken, Capehart, Green, Fulbright, Sparkman, Gil- 
lette, Humphrey, and Mansfield. 

The Cratrman. The committee will come to order, please. 

The Foreign Relations Committee this morning begins its hearings 
on the mutus al secur ity program for the fiscal year 1955. 

Not since 1950, when the Communists invaded South Korea, have 
the United States aud its allies faced such a crisis as confronts the 
world and us today. 

It is a time for reoson and judgment, for careful review of the facts 
in the world situation, and reaching out to find the right policies that 
will guide us. As the facts of the world situation change—and they 
seem constantly in flux—so must our policies, our positions change. 

In order to insure a complete review of the many facets of the mu- 
tual security program this year, the Congress last year, I might say, 
provided that authority under the Mutual Sec urity Act except liqui- 
dation authority, would expire in 1954. 


PURPOSE OF THE HEARINGS 


We intend, therefore, to go over all aspects of the program, with all 
its chs lenges, from start to finish, to determine what portion should 
be continued, what should be eliminated, where the emphasis should 
be changed, and what, if anything, we should do that we are not now 
doing. 

We will want to reassess our commitments throughout the world in 
the light of our economic situation at home and also in the light of the 
challenges, the many problems, that we face abroad. 

We are concerned not only with what we can afford to do from the 
standpoint of our domestic economy but also with what we must do, 
what we cannot afford not to do, from the standpoint of our national 
defense. 

We expect to hear from representatives of the State Department, 
Defense Department, Foreign Operations Administration, among 
others. Our first witness is the Secretary of State, Mr. John Foster 
Dulles. 
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MUTUAL SECURITY ACT OF 1954 
Mr. Secretary, we are happy to see you here today. You always 
bring us ideas and wisdom, so you carry on in your own way; and, 
after you get through with your statement, I suppose there will be 
some questions we would want to ask you, so carry on. 


STATEMENT BY HON. JOHN FOSTER DULLES, SECRETARY OF STATE 


Secretary Duties. Thank you, Mr. Chairman. 

[ appreciate the opportunity of speaking before this committee in 
support of the mutual security program for fiscal year 1955. This 
program is a major instrument of our United States foreign policy. 
Other witnesses will discuss with you its details. I shall deal primarily 
with the relation of this program to our overall foreign policies. 


BASIC PRINCIPLES BEHIND PROGRAM 

The program 
facts: 

First. The Soviet and Chinese Communist rulers are continuing to 
seek world domination. Nothing has happened to indicate any change 
in this purpose. As a part of their expansionist program they con- 
tinue to maintain vast military establishments, huge propaganda 
machines, and the control of powerful subversive elements in each of 
the free nations. 

In the second place, the danger to our national security is neither a 
short-term danger nor is it exclusively a military danger. For this 
reason we must strive to hold our security commitments to levels which 
are compatible with our economic and social health. 
of our allies. 


responds to our recognition of the following basic 


The same is true 


In the third place, the United States cannot gain security in isola- 
tion but only through a system of collective defense. Our survival 
depends upon keeping the spiritual and material resources of other 
free nations out of Soviet hand and upon maximizing the contribution 
which other free nations can make to the struggle against communism. 

In the fourth place, a number of free-world countries cannot main- 
tain the military strength and the economic stability which they must 
have in their own interest, and which we want them to have in our 
interest, unless we help them. Our help must be devised to meet their 
needs, militarily in some countries, economic in others, 

These four principles which I have enumerated are continuing 
principles. They underlie the mutual security program and the re- 
quest for authority to continue it for the coming year. 

Let me now, Mr. Chairman, discuss briefly some of the major 
developments of the past year in the principal areas of the world 
and the major factors affecting the program in these areas for the 
coming year. 

NATO PROGRESS 


As you know, one of the most significant and successful ventures 
in collective security is the 14-nation Atlantic alliance. NATO has 
not only created considerable local defensive power; it also provides 
facilities needed to implement our broad deterrent policies. 

Under NATO we and our allies have developed an extensive system 
of bases and facilities which are shared in common, extending from 
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MUTUAL SECURITY ACT OF 1954 3 


Canada through the North Atlantie into Europe and the borders 

Asia. Also our NATO allies todav have ground forces larger in 
size than ourown. The 6 divisions of American troops which we have 
contributed to NATO are now standing beside approximately 90 
active and reserve divisions from allied countries. We propose to 
program additional military equipment to strengthen forces being 
created by our allies. 

While these forces are significant, they re present only the nucleus 
of our combined defensive and deterrent strength. They must be sup 
plemented by other means needed to deter attack. 

\s one means to this end, we propose in this program that the 
United States contribute to this objective by assisting the United 
Kingdom to develop a more modern and more powerful air force to 
augment NATO’s limited ground forces. 

he NATO system is an essential element in American policy. It 
represents both the ke systone of E uropean defense and the political 
framework for harmonizing allied policies and programs. 

The NATO Ministerial which meets regularly twice a 
year, assures indispensable seeniiolinel on an authoritative basis. 

I am pleased to say that the amount of new authorization required 
for our contribution to NATO’s defensive strength next year will be 
much less than in the past. 





STATUS OF EUROPEAN DEFENSE COMMUNITY (EDC) 


Consideration of NATO ornare requires consideration of the 
present status of the European Defense Community. NATO needs 
a German contribution in ana to develop a forward strategy. It 
also needs a Franco-German unity which will end for all time the 
danger of friction and strife between these two nations. The French 
proposed to gain these ends by uniting six continental nations, includ- 
ing France and Germany, to create a new community whose armed 
forces, drawn from each member nation, would, in Europe, replace 
NATO’s forces. 

It is now more than 2 years since the treaty to create European 
Defense Community was signed. Since I visited Europe last year to 
stress the importance which this Government attaches to EDC, con- 
siderable progress has been made. Four of the 6 signatory nations 
have now ratified the treaty. Today only France and Italy have not 
taken parliamentary action. 

These delays contribute a negative factor from the standpoint of 
the free world. Not only hs ave they delayed a German military con- 
tribution to western defense but they have also prevented West Ger- 
many from joining the family of sovereign nations. This is because 
the treaties to restore sovereignty to the West German Republic are 
by their terms contingent on the European Defense Community 
coming into force. There is, of course, a duly elected West German 
Government, but it is not yet a sovereign government. 


UNITED STATES POLICY TOWARD EDC RATIFICATION 


It is obvious that the present situation cannot continue much longer. 
There exists today a conjunction of circumstances which will not 
indefinitely persist and which, when changed, might make it impos- 
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sible to achieve the vital goal of binding together those European 
nations whose past differences have led to wars of ever-growing 
intensity. 

We have made it clear to our European allies that failure to approve 
and implement the European Defense Community would necessitate 
a thorough reexamination of American policies. It cannot now be 
said what the results of that reexamination would be. It can, how- 
ever, safely be predicted that it would necessitate some basic changes, 
and that certain attitudes and policies on our part, which seem to be 
taken for granted by certain of our allies, would have to be reviewed. 


MODIFICATION OF RICHARDS AMENDMENT 


In this connection, the Congress last year earmarked a substantial 
portion of the mutual security funds for the European Defense Com 
munity. I understand that the Congress may wish to consider similar 
action this year. Since our present policies are based on the assump 
tion that the European Defense Community will become a reality, 
there can be no reasonable objection to such action. 

The recent vote of the Socialist Congress in France is quite en 
couraging, and could give additional force to our assumption that the 
European Defense Community will, in fact, be created. 

At the same time, I recommend to the Congress that the mutual] 
security legislation be modified in such a way as to permit those coun 
tries which have already approved the European Defense Community 
treaty to continue their military buildups pending final action by the 
other signatory governments. 


BASE AGREEMENT WITH SPAIN 


During the past year our collective security system has been 
strengthened by a base agreement with Spain. This arrangement will 
enlarge the facilities available to the United States air and naval 
craft in the Western Mediterranean area. The successful conclusion 
of these negotiations represent a significant addition to our overall 
security. 

ECONOMIC AID FOR EXCEPTION AL CIRCUMSTANCES 


The increase in the economic well-being of our European allies 
during the current year is an encouraging development. Generally 
speaking, their living standards have risen, their curriencies are 
stronger, and the pe ople feel a greater confidence in their future. This 
program is unquestionably built on the foundation of our past. pro- 
grams of economic assistance. It is also due in considerable measure 
to the adoption this year of the so-called long haul concept for 
NATO. 

By the use of methods of greater selectivity, and by our increased 
dependence on new strategy, it will be possible to maintain a steady 
increase of defensive capability without military costs which our 
European allies could not carry without great economic help from the 
United States. 

We have sought and have almost accomplished the elimination of 
economic aid in Europe as pure budgetary support. We feel it is 
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still important to us in our own interest to provide such help under 
a few exceptional circumstances, particularly where it is necessary 
to maintain military establishment which directly benefit us, and 
which cannot be maintained to the degree deemed desirable by our 
military advisers, without some support from the United States. 

The cast of Turkey illustrates this point. Turkey maintains about 


20 divisions of splendid fighting quality at a strategic location. The 


Turkish economy cannot support this force without some assistance 
and, therefore, the mutual security program includes such help. We 
believe that the money spent in this way brings a — return to 
the United States in terms of its own security than if it were spent 
in some other way or if it were not spent at all. 


PROGRAM FOR THE MIDDLE EAST 


In the Middle East the action of Turkey and Pakistan in con- 
cluding a treaty of friendship and cooperation provides an important 
element of encouragement. It is good that the concept of mutual 
security has taken hold in this crucial area. 

This is an area of great human, economic, and strategic value. It 
has been weakened by divisions. The fact that Pakistan and our 
NATO ally, Turkey, now plan to cooperate for security, gives to these 
countries a new source of strength. Also they have set an example 
which others may follow. 

There are among our friends in the Middle East and South Asian 
nations for which we propose economic aid not related to direct 
military benefits. The people of these nations are engaged in a 
struggle in which the primary need is not weapons of war but the 
tools of peace. 

ASSISTANCE TO INDIA RECOMMENDED 


The largest authorization sought in this category is for the develop- 
ment aid for India. On some issues India’s foreign policy differs 
from our own, but India’s principles, the principles of democracy, 
are basically those which we cherish. The people and leaders of India 
are dedicated to the democratic form of government. Their constitu- 
tion is modeled in part on our own, with emphasis on the Bill of 
Rights. India is making a great and courageous effort to achieve the 
economic progress necessary to foster democratic institutions of its 
new independence. 

This effort is in striking contrast to the developments in the nearby 
area of Communist Chinese dictatorship. There is no doubt in my 
mind that the people of Asia will be much influenced by their com- 
parison of the economic progress made under the democratic system 
of India and the Communist dictatorship system in China. 

We believe that India’s own great effort should be supported so that 
its plan for economic development will succeed. We should remem- 
ber that among free nations there is room for diversity of views. We 
should not let our wish to help the people of India to develop their 
own nation be swayed by any temporary differences, however impor- 
tant. It is essential that we continue to help, if for no other reason 
than to save our enlightened self-interest. It would be a tragic day 
for us if the confidence which India’s people have in their democratic 
institutions should fail. 
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WESTERN HEMISPHERE PROBLEMS 


[ should like now to say a word about this hemisphere. The 
recent action of the Tenth Inter-American Conference at Caracas 
marks an important step forward in unifying this hemisphere against 
the threat of international communism. 

There was then adopted a declaration which was entitled “A Decla 
ration of Solidarity for the Preservation of the Political Integrity of 
the American States Against International Communist Intervention.’ 
By that declaration it was determined that, with only Guatemala dis 
senting, the domination or control of the political institutions of any 
American state by the international Communist movement would ¢ 
titute a threat to the sovereignty and politica | v= ( pendence of the 
\merican States, endangering the peace of America. 

It is not enough, however, that the Communist abindi should be 
recognized for the danger that it is. It is also necessary that steps 
be taken to show solidarity on the economic front. 

Living standards in most of Latin America are low, and there are 
large and vocal elements who seek to place the blame on the United 
states, 

Our mutual security program recognizes the importance of economic 
growth and better standards of living in Latin America. Private 
enterprise is the main channel through which our Nation can help. 
However, certain governmental measures are also needed as a supple- 
ment. ‘These include the technical cooperation programs. The mu- 
tual security program for 1955 will provide for this type of assistance 
in Latin America and elsewhere. It produces results far greater than 

‘an be measured by the dollars appropri: ited, for it spreads k nowledge 
th: it he Ips others to help themselves. 


RELIEF AND REHABILITATION FOR KOREA 


In the Far East, the end of the fighting in Korea has its impact 
on the 1955 mutual security program. 

It is no longer necessary for the Department of Defense to expend 
the billions which were involved in conducting active fiehting. In 
place of this destructive and wasteful expenditure there is now a pro 
gram for relief and rehabilitation of the Republic of Korea. This, 

part, is being conducted by the United Nations, but the main part 
isa United States effort. 

It is an immense task to restore domestic well-being in war-ravished 
Korea. However, the cost represents only a small fraction of what 
would be the cost of waging war. We believe that the accomplish- 
ment of this peaceful task will be in the interest of the United States 
and of the free world, if it shows, as we know it can, the capacity of 
free men to excel in the arts of peace. 


MILITARY ASSISTANCE FOR JAPAN 


The Government of Japan is now planning to assume a larger share 
of responsibility for its own defense. On May 1 of this year, a Mu- 
tual Defense Assistance Agreement between the United States and 
Japan came into effect. Within the last few days the Japanese Diet 
has enacted legislation establishing a new national-defense agency 
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and authorizing an increase in the present size of the n: itional safety 


forces. Under | the Mutual Defense Assistance Agreement the U nited 
States is planning military end-item assistance to Japanese defense 
forces. ; s 

While this will create an item of cost for the United States, it 1s 
: cost which will have compensating benefits. 


DANGER IN INDOCHINA 


The situation in Indochina is fraught with danger, not only to the 
mmediate area, but to the security of the United States and its allies 
n the Pacific area. That area is one which is vital to the peace and 
safety of the United States. 

Communist China has been supplying to the Viet Minh an ever- 
ncreasing volume of munitions and military supplies. There is also 
evidence that Soviet arms have been supplied in increasing quantities 
to the Communist forces in Indochina. 

In their classic manner the Communists have sought to capitalize 
on local aspirations for independence, and have used these aspirations 
to gain control of a movement which was primarily nationalistic 
in its inception. 

The rulers of Communist China train and equip in China the troops 
of their puppet, Ho Chi-Minh. They supply these troops with large 
amounts of artillery and ammunition made in Soviet bloe countries. 
They supply military and technical guidance in the staff section of 
Ho Chi-Minh’s command, at the division level, and in specialized 
units such as the signal and engineering corps, artillery units, and 
transportation. 

The plan is not only to take over Indochina but to dominate all of 
southeast Asia. The struggle thus carries a grave threat not only to 
Vietnam, Laos, and Cambodia, but also to such friendly neighbsring 
countries as Thailand, Malaya, Burma, Indonesia, the Philippines, 


Australia, and New Zealand. 
UNITED STATES ASSISTANCE TO INDOCHINA 


ae United States Government has been alive to the growing peril. 
We have encouraged the French in taking steps toward the granting 
of full independence to Vietnam, Laos, and Cambodia. We have pro- 
vided a great part of the military material needed by the French 
Union forces and the national armies of Cambodia, Laos, and Vietnam. 
We have agreed to finance most of the cost of the fight to maintain the 
freedom of the Associated States. Particularly, we have sought to 
help in equipping and maintaining an increased number of national 
forces. 

NEED FOR FLEXIBLE USE OF FUNDS 


In the mutual security program for 1955 provision is made for con- 
tinuing such support. With the many uncertainties that lie ahead, it 
is, however, essential that there be adequate flexibility in the use of 
funds appropriated so that necessary expenditures can be made to 
accomplish in southeast Asia and the Western Pacific the policies and 
purposes declared in the Mutual Security Act. 
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You are all aware that the French and their Vietnam ally have suf 
fered reverses, notably the fall of Dienbienphu, after a superb defense. 
The present situation is grave, but by no means hopeless. 

In the present conference at Geneva we, and other free nations, are 
seeking a formula by which the fighting can be ended and the people 
of Indochina assured true independence. So far, the Communist atti- 
tude at Geneva is not encouraging. It is impossible to predict what the 
future holds. 

The uncertainties of the future in the Far East, like the exigencies 
of the world situation elsewhere, indicate the essential need for flexi- 
bility in the use of the funds authorized and appropriated in this pro 
gram. If we are to be able to make the most effective use of what wo 
have, the President must be in a position to move quickly and decisively 
to do what will, under the circumstances, best serve the ends which the 
act is designed to promote. For this reason we believe that the flexi- 
bility provided in this legislation in the past should be continued. 


ADMINISTRATION OF PROGRAM 


I should like to refer briefly to the administration of this program. 
I said last year that I thought it could best be administered by another 
agency outside of the Department of State. I know that the question 
of the proper agency for adrainistering the program has been a matter 
of considerable discussion in the Congress, as it has been in the execu- 
tive branch. 

I think I should tell you that I am well satisfied with the manner in 
which the present arrangements have worked out, and recommend 
their continuance for the next fiscal year. 


LARGER MEANING OF PROGRAM 


In conclusion, let me look for a moment at this mutual security pro- 
gram in its larger meaning. 

The present ‘work | situation demands, as a first priority, the main- 
tenance of unity and cooperation among the non-Communist nations. 
None of us alone could face with assurance an all-out struggle with 
the Communist empire. Its rulers now hold in servitude 800 million 
people, and they have harnessed these people and the great material 
resources of their lands to a triple threat of war, subversion, and 
propaganda, which constitutes the most formidable menace that free 
peoples have ever had to face. 


NEED FOR UNITY 


Fortunately, the free world capacity for instantaneous retaliation 
helps to neutralize the Soviet threat of mass destruction. Neverthe- 
less, the need for unity among free peoples in developing additional 
resistance and deterrents to “Communist expansion is increasingly 
evident. 

Unity requires mutual respect and forbearance on the part of all 
the free nations. There is a natural impatience in each free country 
with the inhibitions and limitations of collective action. In some 
countries there are those who protest that the cooperation of their 
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cvovernments in this common cause means subjection to alien influence, 
and who argue that they should prove their independence by practic- 


ing neutralism. 
GOAL OF SOVIET STRATEGY 


Some in this country feel that the United States would do better if 
it sought to cast off the worldwide military and economic burdens 
and politic al anxieties which history has thrown upon us. 

But such courses would merely pk iy the Soviet game. The destruc- 
tion of free-world unity is the principal goal of Soviet strategy. All 
of their diplomacy, their propaganda, their pressures, and their in- 
ducements have this aim. 


ADVANTAGES OF MUTUAL SECURITY PROGRAM 


This United States mutual security program is one of the ways to 
prevent the success of Soviet strategy. It helps indispensably to 
maintain a unity which is vital to our own security. Without that 
unity the United States would quickly be forced to become a garrison 
state, and the strangling noose of communism would be drawn ever 
tighter about us. 

Moreover, the mutual security program permits the free world to 
develop more total strength than we could possibly develop by spend- 
ing the same amount of money in this country. 

Let us never forget that our allies are spending $3 for defense pur- 
poses for every dollar that we provide them. 

The safety of this country no longer depends merely upon our own 
Armed Forces, important as they are, but upon the combined military 
power and political and economic stability of the free world, as a 
whole. 

For this reason I can and do say with complete assurance that 
every dollar in this mutual security program is designed to protect 
and advance the security and well-being of the U nited States. 

I urge, therefore, that this program be given your prompt and 
sympathetic consideration. Thank you, Mr. Chairman. 

The CHatrrMan, Mr. Secretary, | want to compliment you for a very 
lucid and, 1 would say, very constructive statement in relation to the 
world challenges that confront us. 

I will now proceed to ask a few questions, and then we will go 
around the committee to see if there are other matters that should be 
brought out on which you can give us assistance. 


FUNDS FOR EDC 


Last year the so-called Richards amendment provided that 50 per- 
cent of the funds thereby authorized for European military assistance 
would be made available to EDC. It has not come into being because 
the two powers have not as yet become parties. What is your attitude 
with respect to making these sums available this year ? 

Secretary Dunues. I believe, Mr. Chairman, it would be entirely ap- 
propriate to maintain the same principle as that to which you refer, 
with this difference, that, as I pointed out, by now four of the pros- 
pective EDC countries have done their full part in ratifying the 
treaty. At this time last year none of them had done that. 
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Therefore, the proposal last year was appropriate as it was drawn. 

I would suggest that this year it be so drawn as not to put limita- 
tions upon the delivery of military assistance to those prospective 
members of the European Defense Community who have now done 
their full part in taking the steps necessary for ratification of the 
treaty. It would not seem right that those countries should, in effect, 
be penalized because some other country has not done its part as yet 
to ratify the treaty. 

FRANCE AND EDC 


The Cuatrman. Do you want to give us your opinion as to the op- 
timistic trends, if there are any, in France and Geneva toward 
France’s coming into the EDC ? 

Secretary Duties. I referred in my statement to the meeting of the 
Socialist Congress in France, which has been considering the matter 
of the European Defense Community treaty, and the action which 
that congress appeared to be taking to not only support the ratifica- 
tion but also to impose so-called party discipline so that all of the 
members of the party should be obligated to vote for the treaty irre- 
os tive of the fact that some of them personally may not be in favor 
of that is a very important and an essential step forward. There 
is a "bloc of, I think, 105 votes or approximately that in the Cham- 
ber of Deputies, represented by the Socialist Party, and if that bloc, 
with substantial unanimity, votes to support the treaty it would 
indicate that the prospects of ratification are quite good. 

The information which we have indicates that if the matter could 
be brought to a vote that it would command the necessary support. 
The efforts of the opponents, which are now being redoubled, are to 
find various pretexts to postpone an actual vote, and the difficulty that 
has now confronted the supporters of EDC in France is getting it to 
a vote. 

Today the situation seems to be such that if it came to a vote there 
would be ratification. But the opponents, as I say, are using all sorts 
of parliamentary devices to try to prevent the matter coming to a vote. 


MILITARY ASSISTANCE TO WESTERN GERMANY 


The Cuarrman. What about additional military assistance, if any, 
to France or military assistance to Western Germany ¢ 

Secretary Dutixs. Well, there cannot be any military assistance 
given to Western Germany under the present surrender terms and 
other agreements until the contractuals and the E uropean Defense 
Community come into force. That is, as I say, the existing legal situ- 
ation. If we should, unhappily, be confronted by a condition which 
made it seem unlikely that the present legal instruments would be 
ratified, and obtain their full force, then there would have to be 
the reexamination which I have referred to here, as a result of which 
it is conceivable that there might be some rearming of Germany, al- 
though I would not want to forecast that because there has not yet 
been completed the analysis of precisely what would be done if we 
were reluctantly forced to give up hope that the European Defense 
Community would be ratified within any reasonable period of time. 
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But as things now stand there cannot be a rearmament of Germany 
which would require the delivery to Germany of military aid, unless 
the European Defense Community comes into force. 


ASSISTANCE TO INDOCHINA 


The Carman. In view of the unsettled condition in Indochina— 
mentioned in your statement—is our assistance continued to be ad- 
ministered in the way it has been; namely, through France, er will it 
be otherwise ? 

Secretary Duties. I would want to recommend, Mr. Chairman, to 
your committee, that the funds requested for direct forces support, 
$800 million, I believe it is, which 1s comparable to the amount cur- 
rently spent in relation to that area, should be made available on a 
somewhat broader basis, taking into account the fact that there may be 
developments there which would make it advisable to spend that 
money in that area somewhat differently than it is now aan spent. 

As your committee knows from prior statements which I have made, 
there is under consideration a program for a collective defense of the 
area, and if those plans should take shape, then the utilization of the 
money under such a program would probab ily be more advantageous 
than the more limited and restrictive use which would be contemplated 
if we maintained the language of the present law. 


SECURITY ARRANGEMENTS IN SGUTHEAST ASIA 


The Carman. Are you in a position to advise us of any progress 
of negotiations in the Far East; whether or not there is anything 
tangible now in connection with France and Britain, New Zealand, 
Australia, and the other countries ? 

Secretary Duties. There has not been the progress in that respect 
which the United States would have itself felt desirable. Certain of 
the countries concerned have felt that no concrete action should be 
taken toward organizing a collective defense of the area, collective 
security arrangements, which would include all or part of that area, 
until it was possible to foresee somewhat more clearly the results of 
the Geneva Conference. 

The United States has felt that it would be possible to foresee the 
results of the Geneva Conference as being results which would be very 
largely unfortunate unless there was provided some united security 
arrangement for the area to bolster it up, and we would have felt that 
the prospect for Geneva would have been much better if some collective 
action had been organized in advance of Geneva or during the early 
days of Geneva rather than wait to see what happens at Geneva, 
because I think that without that, the results of Geneva are not apt to 
be very good. 

But the effort to organize a collective defense is still goimg on, and 
the United States has been maintaining close contact in that matter 
with Thailand, the Philippines, Australia, New Zealand, as well as 
with France and the Associated States. 

The Cratrman, Then the answer is that nothing definite yet has 
resulted ? 

Secretary Duties. That is correct. 
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LOANS INSTEAD OF GRANTS 


The CuarrmMan. You know that last year the amount of our eco- 
nomic assistance to Western Europe was slightly less than $1 billion 
and that was in the nature of a grant. 

In your opinion, if more economic assistance is given, could it be 
hendled in the form of loans? 

Secretary Duties. I believe that an appreciable sum, which has 
heretofore taken the form of grants, could be cast in the form of 
loans, probably repayable, for the most part, in domestic local cur- 
rencies rather than foreign exchange, and I would be very happy to 
see a provision, and I think a suggestion either has been or will be 
shortly made, to your committee, for a provision that a certain 
amount be made available in the form of loans rather than in the 
form of outright grants. That may be more appropriate in relation 
to other areas than in Europe, for I doubt whether there is much 
occasion for that form of assistance in Europe. But there are, per- 
haps, cases where advances are made for economically strengthening 
the country, and it would seem to me wise that we should get some 
quid pro quo for that, even though that quid pro quo may not seem 
to be at the moment very valu: ible. One can never forecast the kalei- 
doscopic changes which take place. 

I recall that at the time before the Second World War began, Great 
Britain was in the position of a creditor country vis-a-vis India. 
They ended the war with a huge sunling balance due to India which 
has been quite a burden on the British currenc y situation ever since. 

If at the time the British Treasury had had some rupee due bills, it 
would have been a very useful thing to have had, and I believe that 
there are going to be cases where, to meet possible contingencies, it 
would be well to have some kind of a call on the local currency of the 
country in case events should become such that the United States, 
instead of being in a creditor position as against such country, should 
be calling upon it for goods and supplies, : services, to such an extent 
that our position would be reversed and we would be a debtor coun- 
try; at that time, to have some of these things tucked away in the 
drawer of the Treasury, it would be a very useful thing. 


AID TO INDIA 


The CuarrMan. The other day we had testimony from our Ambas- 
sador to India and he spoke about contemplated aid, some of which 
would go into the rehabilitation of railroads in India. In such a case 
where there is tangible property, why should not aid be in the nature 
of aloan? Do you want to express your own ideas in that respect ¢ 

Secretary Duties. I am in agreement with the views you expressed, 
Mr. Chairman, in that respect. 

The Cuarrman. Thank you. 


UNOBLIGATED BALANCES 


It is my understanding that most of the funds made available last 
year for economic and military assistance are still unobligated. If 
that is true, why is it necessary this year to appropriate any more 
funds ? 
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Secretary Dun.es. I would prefer, Mr. Chairman, that you should 
put that question to the representative of the Foreign Aid Administra- 
ion and to the Defense Department. It isa highly complicated techni- 
cal matter. 

What I would testify to is the importance that the program should 
be adopted and the program should go ahead. Now, whether or not 
that requires additional appropriations, and to what extent, I cannot 
say at this particular juncture because, as I say, the question of the 
extent of obligations, the availability of unobligated funds, involves 
issues with which I am not nearly as familiar as are the other agencies 
that I refer to. 

NEED FOR UNITY WITH ALLIES 


The CHAIRMAN. Just one other thought, and then I will turn you 
over to the tender mercies of the other gentlemen of the committee. 

I am particularly impressed with your statement, Mr. Secretary, 
on how clearly imperative it is that we maintain unity with our allies 
in this war-burdened world. The other day I heard a gentleman say 
that we should not call this mutual aid; we should call this a matter 
of selfdefense. I think that thought is embodied in your statement, 
but if you want to express any more ideas on that subject, we would be 
glad to hear you. 

Some people are still living 15 and 20 years back and do not realize 
that the world has grown smaller with man’s ingenuity. A man 
crossed the continent in less than 4 hours, and another the ocean in 
a little over 4 hours a few months ago. Some of our friends who do 
not realize that still think that we can be safe in our own continent. I 
know that my own State of Wisconsin which, when I came to this body 
16 years ago, was safe from attack, is now nearer to attack by way of 
the cirele route from Siberia than New York C ity. 

Is this not a program for our own self-protection and defense ? 

Secretary Duties. I have no doubt on that at all, Mr. Chairman, 
that it is for our own security. 

I said in the next to the last sentence of my statement that every 
dollar in this mutual security program is designed to protect and 
advance the security and well-being of the United States itself, and 
[ would not recommend any item of this program if I felt that that 
same amount of money could be spent more advantageously in the 
United States. 

In my opinion, we get more advantage out of every one of these 
items than if we spent an equivalent amount of money in some other 
way, and the test which I apply myself in these matters, and which I 
think is a fair test to apply, because it is the money of the American 
taxpayer that is involved, is, is this the way in which you can spend 
this money to the best advantage of the United States, and taking 
into account considerations of enlightened self-interest, the nature of 
the peril, the already shrunk condition of the free world, I have no 
doubt but what this program is a program for the defense of the United 
States. 

AID TO ECONOMY 


The Cramman. Just this one other thought: Many people think 
that we are simply shipping these people money. However, in most 
instances we arrange for credit so they can buy goods in this country. 
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That keeps the wheels of industry and labor employed here; is that 
not correct 4 

Secretary Duties. The dollars that are made available under this 
program are all spent in one form or another, directly or indirectly, 
immediately or approximately, in the United States, and involve 
they come out, in the last analysis, in the payroll of the workers in this 
country. 

The Cuamman. Thank you very much. 

Senator Smith ¢ 

UNEXPENDED BALANCES 


Senator Smrru. Mr. Dulles, going back to the question of un- 
expended balances of past authorizations, the question has been pre 
sented to me by some of those who have studied especially the Western 
Europe and NA'TO situation, that we probably could take care of that 
without any additional authorizations. I am not now referring to 
the Far East; I will come to that in a minute. 

Assuming that we could readjust those things so as not to need 
additional dollar authorization for Western EKurope, would there not 
be a bad psychological reaction result, with the countries in Western 
Kurope feeling that we were letting them down at this stage of the 
game? Isn’t that very important ¢ 

Secretary Duties. Yes. If it were done in a manner or form or it 
was represented or misrepresented as being a chopping off of all the 
assistance and the abandonment of the total program for NATO, that 
would have a very catastrophic effect. 

Senator Smrru. I wanted to get that answer from you because it 
seems to me this is very serious. If possible I would like to go along ; 
with this program without having to authorize additional dollar funds 
for Western Europe. But I think it is terribly important for us to 
make absolutely clear that we are not in any way letting down our ; 
allies because of the confused situation in Indochina at the moment. 

I was reassured by your discussion of the EDC, and I will not com- 
ment further on that. 
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PROGRAM FOR INDIA 


I would like to ask you about your paragraph here on India. I 
gather from your reference to India that if we are able to help India’s 
economic situation, it will be well worth while in spite of the fact that 
there have been some critics in this country of India’s so-called 
neutrality, and many people feel she has not given us the aid that we 
have expected from her. 

I share the view that in giving to India we help her to build and to 
give an example to the world of what Western democracy can do as 
opposed to what the Communists can do, which would be of advantage. 

But I would like to have your further expression on that to get your 
idea as to whether you are urging us to continue an Indian program 
here in this bill this, year. 

Secretary Duties. I do urge a continuance of the India program. I 
do it despite the fact that India’s foreign policy, in my opinion, is not 
one which measures up to what we think are the best standards, and I 
myself have been somewhat critical of it, and I myself am looked upon 
in India, I suspect, as one of the most severe critics of India’s foreign 
policy. 
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Despite that fact, I recognize that from a standpoint of domestic 
policy, Nehru is conducting a very strong campaign against com- 
munism within India; the Communists are his bitter enemies domes- 
tically. He is fighting them strongly and vigorously, and there is 
going on there a sort of competition between Communist China and 
the free society of India, to see which is able to improve the society 
of the vast masses of people which are in those two countries. 

If India loses out in that competition, then that will presage, I fear, 
the loss of another 350 million people to communism, and bring their 
total up from around 800 million to 1,100 million or 1,200 million, 
which is almost half the people of the world, and that would be a very 
unfortunate development for us. 

Therefore, going back to the task which the chairman suggested as 
to whether this is in the best interests of the United States, I would 
say that the contribution which we make, while it is not large in terms 
of the total Indian problem, is extremely important from the stand- 
point of the foreign exchange position of India, and does contribute 
quite an essential element in helping India to win this particular con- 
test with communism which, from our standpoint, it is very important 
that India should win. 

Senator Smirn. Thank you. I think it is a very important state 
ment for you to make, Mr. Dulles, at this time, because I know it will 
undoubtedly come up in the discussions of the committee. 


LATIN AMERICA 


Now, turning to Latin America for a moment, I gathered from your 
statement that we are somewhat concerned about the threatened infil- 
tration in South America by Communist subversion. Did I gather 
from your paragraph on that subject that you think the danger is 
caused by low standards of living in some of the South American 
countries and, therefore, are you advocating more technical aid and 
more help to the South American countries than we have given in the 
past ¢ 
Secretary Dutirs. I think we will recommend possibly a slight 
increase, but in the main, that program will be, what we are recom- 
mending will be, maintained at about the present level. The increase 
will be modest. It is not a big program at all in terms of money. 

Senator Smiru. I realize it has not been. I did not know whether 
you were asking for any special increase there. 

Secretary Duties. No; we do not expect to ask for a large increase 
there. 

UNITED STATES FORCES IN JAPAN 


Senator Smrru. Information has come to me from people who have 
been in Japan that the Japanese have really taken, in a sense, a new 
lease on life in regard to their own self-defense. I understand that 
there has been some discussion of possibly our withdrawing some of 
our military forces from Japan as the Japanese become able to take 
care of themselves. Are you prepared to make any statement at this 
time on that subject ? 

_ Secretary Duties. I would say that the developments along that 
line during the last year have been very encouraging. 
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BACKGROUND OF JAPANESE SITUATION 


The problem in Japan has been a very difficult one because after 
the defeat there was a very strong reaction against war, and that was 
a reaction which the United States, through its representatives in 
Japan, encouraged, and when the Japanese put a provision dealing 
with that matter in their constitution, that was looked upon with 
much favor and encouragement by our occupation leaders in Japan. 

Of course, that was done at a time when there were high hopes that 
war was abolished, that the United Nations would assure peace, and 
before the nature of the Soviet menace was fully disclosed and, of 
course, before there was the attack upon Korea. 

But the nature of the reaction against war, particularly against 
the possibility of atomic war, was such in Japan that the Japanese 
people have been extremely reluctant to realize that war was a possi 
bility, that defense was a necessity, and that it devolved upon Japan 
as, at least, potentially one of the great powers of the world, to carry 
a fair share of the burden of its own defense. 

As I say, the developments along that line in the last year have 
been quite encouraging. The pacifist element in Japan is still strong 
and is, of course, being promoted by a very extensive and expensive 
Communist propaganda, but I do believe that on net balance, there is 
a growing sense of responsibility on the part of the Japanese nation 
and recognition that it cannot go along indefinitely, leaving to others 
the entire responsibility for the secur ity of Japan. 

Senator Smiru. When I was there last November we asked whether 
there was any anti-American feeling in Japan. The reply was that 
there was not exactly anti-American feeling, but there was a feeling 
that the Japanese people were fed up with the continuance of the 
American military forces there. This might put a little pressure on 
them to take care of their own defense to the end that by a given time 
we can actually withdraw our military forces. 

Would you comment on that suggestion that they are fed up rather 
than anti-American ¢ 

Secretary Duties. The presence of large military forces of one 
country in the land of another always raises difficult problems, par- 
ticularly when there are differences of race which are involved, race, 
language, culture and religion, and I would think that, on the whole, 
our relations with Japan would be promoted by an orderly reduction 
of the strength of the United States forces there and their substitu- 
tion by Japanese forces. 


ECONOMIC ADVANTAGE TO JAPAN OF UNITED STATES TROOPS 


There is another anglé to it, which is that the presence of United 
States forces provides a very large amount of dollar revenue to Japan 
through expenditures there of our Armed Forces, and their families 
and remittances, and so forth, and it would have an adverse effect 
upon Japanese finances and economy if that took place, and there are 
some people in the Japanese Government who are interested in that 
aspect of the matter who are not as eager to have the American forces 
withdrawn as are some others. So there are two cross-currents in this 
matter, but, on balance, I believe that good relations and the aggregate 
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maximum measure of security would be obtained if we reduced 
gradually the American forces in Japan. 

Senator Smiru. I understood that our American forces there meant 
approximately one billion America dollars a year to Japanese 
economy. Is that one of the points to which you are referring / 

Secretary Duties. Yes. I think, pean, that is a slightly exag- 
gerated figure. The total trade deficit of Japan at the present time 
is running at a rate of about $1 billion a year, and that deficit is roughly 
made up by expenditures in connection with our Armed Forces there, 
and also with purchases that have been made in connection with the 
Korean war, and the like; and certainly, if that type of revenue was 
wholly cut off it would create a very serious economic problem for 
Japan, which makes it the more urgent that the President have the 
authority to negotiate a trade agreement with Japan in which we hope 
other countries would take part, and which would provide in different 
parts of the world a better market for Japanese goods than now exists 
where there are many discriminations, and the goods, basically of 
Japanese origin, have not had the advantage of the tariff reductions 
which have inured to the benefit of the goods of most other countries 
during the last 10-year period. 

Senator Smira. That is a very important factor in the whole picture. 


FLEXIBLE USE OF FUNDS FOR INDOCHINA 


One more question in regard to Indochina. In the most recent re- 
ports from abroad, it appears that the French have suddenly taken a 
renewed interest in the defense of the Tonkin Delta. In view of the 
fluidity of that whole situation and the changes from day to day, do 
! understand that you want to be given discretion to determine where 
we can spend most effectively the $800 million or whatever amount 
we put into that area, not to be bound by any fixed program of military 
aid ? 

Secretary Dues. I believe it is wise to keep a flexibility so that the 
funds, if authorized and appropriated in the suggested figure of $800 
million, would be available not only to be spent in Indochina but in 
that general area. That, as I say, is suggested because of the possi- 
bility that there may develop a collective defense of the area and, there- 
fore, to pinpoint the expenditure would probably not be wise. In say- 
ing that, I do not mean to imply that it may not all be spent in Indo- 
china, but merely the future cannot be foreseen. 

Senator Smirn. Do you feel that this evidence from Paris of a de- 
termination to defend the delta area, the changing of the command, 
and so on, as I read in this morning’s paper, is an indication of the 
strengthening of the French position so far as the Paris end of it is 
concerned 

Secretary Duties. Well, I would prefer not, at this time, to sabi 
any estimate of that situation. 

Senator Smitu. All right, Mr. Chairman. 

The CHArrman. Senator Green ? 


PROSPECTS OF EDC 


Senator Green. Mr. Secretary, I would like to congratulate you 
on your exposition of the facts and principles involved in this very 
interesting statement. 
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There are a few supplemental questions I would like to ask you. 
You spoke about the progress made in EDC and of the two nations ; 
that have refused ratification. You intimate that some other plan 
may have to be substituted for EDC in case there is not action on the 
part of France and Italy in the near future. 

Would that action possibly consist of the substitution of West . 4 
Germany for France? i 

Secretary Duties. Well, West Germany would hardly be a substi- 
tute for France. Geographically, France has a relationship to the 
entire NATO picture which could not be substituted by Germany. | 

| would prefer, if the committee permits, not to attempt at this time 
to forecast what the alternative to EDC might be. I can assure your 
committee a the matter is being given the most careful considera- 
tion not only by the Department of State but by the Department of 
Defense; but the matter is extremely delicate. I would not want to 
have it inferred that we do not expect the EDC to be consummated. 
In fact, I would say that the prospects of EDC today are better than 
they have been at any time since the treaty was omer 











That does not mean that it is assured at all, but it does mean that 
I would not want, by any inadvertent lan guage, to c Senta the 1 impres 
sion that we feel that we have to think in terms of alternatives. Of 






course, we always do think in terms of alternatives in many situations, 
but to attempt now to spell it out would not, [ think, be in the best 
interests of the situation. 

Senator Green. Excuse me, I do not mean to ask any embarrassing 
questions. It seemed to me to be a rather obvious alternative, and it 
was in your own paragraph to the effect that something would have 








to be done. 
Secretary DuULLEs. 








That is correct. 








LATIN AMERICA 





Senator Green. Jumping around in the world, we come to Latin 
America. You referred to the fact that, and I quote: 





It was determined, with only Guatemala dissenting, that the domination or 
control of the political institutions of any American state by the international 
Communist movement would constitute a threat to the sovereigny and political 
independence of the American states, endangering the peace of America. 







Did they not also pass a resolution, with only the United States of 
America dissenting, on a similar situation with reference to the 
colonial powers ? 

Secretary Duties. You speak with authority on that matter, Sen- 
ator Green, because you were down there. 

Senator Green. However, I left before that terrible event took 
place. 

Secretary Dunves. I will have to say that your recollection is quite 
correct. 









COLONIALISM 






Senator Green. That brings up the question of the feeling im the 
world toward colonialism. Is it not anticolonialism which is one 
of the great forces of disorder in the world, in Asia, Indochina, Africa, 
and in South America? 
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Secretary Duuves. That is certainly one of the great problems, and 
it raises a very acute issue for us very frequently because we have our 
very close and valuable relations with the United Kingdom and with 
France, which are looked upon in much of the world as the colonial 
powers; and when we support the United Kingdom and France in 
international matters, international gatherings, then we ourselves 
acquire a taint of colonialism which is rather galling to us because it 
is contrary to the instincts and traditions of the American people. 


UNITED STATES FACES DILEMMA 


We ourselves, as the first colony of modern times to win our inde- 
pendence, have a traditional sympathy with the peoples of the worl« 
who are trying to win like independence for themselves, and we would 
like very much to take a leadership ourselves in the program for 
winning independence. It is not always easy to reconcile our natural 
desires and aspirations in that respect with the equally important task 
of maintaining relations of trust and confidence with our European 
allies who tradition: illy are the colonial powers. That is one of the 
great dilemmas which the United States foreign policy faces at this 
time, and I must say that it creates at times and pl: wces dilemmas which 
I do not find lend themselves to any very satisfactory answer. 


COMMUNIST PROPAGANDA 


Senator Green. I can understand the dilemma since our good friends 
are colonial powers, and we want to keep our friends. But, on the 
other hand, is not the anticolonial movement in the world very strong? 
Must we not at least remain neutral? Have we not become recognized 
in these continents as the friend of the colonial powers against the 
native urge for independence ¢ 

Secretar y Dues. That has been a primary effort of Communist 
propag yanda, and I would say that, on the whole, they have succeeded 
in identifying the United States with the colonial system in much of 
the world. I think that their propaganda in that respect, as in most 
others, has been wholly unfair, been conducted without regard to the 
truth, but unfortun: ately the Communist propaganda i is not - limited by 
considerations of truth, and there has been just enough color to their 
charges so that they have been able to make a very great fare out of it. 


BACKGROUND OF FIGHTING IN VIETNAM 


Senator Green. That was a large part of the reason for the fight- 
ing in Vietnam; was it not? 

Secretary Duties. The original movement in Vietnam, which was 
conducted by the Vietminh forces under the leadership of Ho Chi- 
Minh, had started out, of course, ostensibly as a liberation independ- 
ence movement. Actually, it was, I think, always a Communist plot. 
Ho Chi-Minh has been trained, indoctrinated in Moscow ; ; he had been 
sent first to China where he operated with Borodin in creating the 
revolutionary party, Communist Party, in China, and then when the 
situation seemed ripe, following the expulsion of the Japanese from 
that area in 1946, the end of 1945, he was sent there to organize os- 
tensibly a nationalist movement, but in all these cases they do it with 
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a view ultimately to getting control of the country and amalgamating 
them into the Soviet Communist world, but there was a background in 
Indochina of dislike of the French, because of their colonial rule, 
which was capitalized by the Communists. The Communists move 
into every situation in the world where there is some ingredient of 
injustice; they foment it, they gain the leadership there, they finance 
the movement, they supply it with arms, if necessary, and they try to 
create a situation where it seems as though you cannot support the 
existing order without making yourself the ally of forces of reaction, 
and that is one of the reasons why their program is very difficult to 
cope with. 
COMMUNIST AID TO INDOCHINESE 


Senator Green. That was several years after the revolution began ; 

was it not? Did not the Indochinese take aid from the Communists 
very much the way we Americans took aid from the French during the 
start of our Revolution 

Secretary Duties. There was not a great deal of aid which was 
given to the Communists in Indochina until about 1950, when the 
Communists’ revolution succeeded in getting control of the mainland 
of China, and at that point only did substantial aid begin to flow to 
the Communists in Indochina. 

Senator Green. The point I was trying to make is that just as the 
Americans were not royalists because they took aid from the King 
of France, so at least in the beginning of the Indochinese situation, 
the Indochinese were not Communists because they took aid from that 
source in the beginning. It may well be that the Communists pressed 
their advantage, and now perhaps have a greater advantage than the 
Indochinese want. 

Secretary Duties. Well, I would not accept the view that the in- 
dependence movement, led by Ho Chi-Minh, was ever. other than a 
part of a Communist program for getting control of that area 

Now, they rallied to their cause and support many innocent people 
who felt that it was primarily an independence movement. I do not 
an myself, it ever was primarily an independence movement, be- 

‘ause it was entirely organized by a thoroughly indoctrinated Com- 
rial who had had his training in Moscow. 


PLAN FOR INDOCHINESE INDEPENDENCE 


Senator Green. Has France, the colonial power, yet offered Indo- 
china ei form of independence that is acceptable to Indochina? 

Secretary Duties. Yes; they have now done it, largely under stim- 
ulation, perhaps, from the United States. They made this declara- 
tion of last July 3 of the complete independence for the three Associ- 
ated States—Vietnam, Laos, and Cambodia—and they have carried 
that out to a very large degree, and I believe that there is, in fact, 
about as much independence there as the people are capable, under 
existing circumstances, of exercising. 

The conditions there are not highly favorable to giving, in fact, a 
total independence to people who have had no experience in exer- 
cising it, and developing political institutions. 

If, in fact, the French were to pull entirely out of Indochina today, 
and just leave them absolutely alone, there would be very little stabil- 
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vy left in the country, and their independence, while it might look 
very nice on paper, probably would not last more than a few weeks. 

Senator Green. The reason I asked that was because you said in 
your opening statement that they are seeking a formula at ‘the Geneva 
Conference to assure true independence for the people of Indochina. 

Secretary Duties. Yes. What we are trying to do at Geneva is to 
find a solution which will not take their independence away ; that is, 
the independence which we are trying to assure because, as is now 
threatened by the Communists, they would all go under, or most of 
them, be subjected to Communist despotism, which would for all in- 
tents and purposes end their independence. That was the purpose 
of that reference. 

Senator GreEEN. I was left with the impression that they have not 
been offered any true independence in their meaning of the word. 
Perhaps they were offered true independence in the French meaning 
of the word, 

Secretary Duties. All our advices are—and those come both from 
my own talks, for example, in Paris and Geneva, with representatives 
of the governments who are there; also the advices from our diplo- 
matic people i in Saigon—that there seems to be rather complete satis- 
faction with the degree of independence which has now been made 
ivailable by the French. 

One qualification is that the final treaties, which had been initialed 
in the case of Vietnam, had not actually been signed, but they have 
been initialed, and the fact that they have not been signed is, perhaps, 
due as much to the general uncertainty of the situation there as to 
any reluctance on the ] part of the French to proceed with the signature. 

The Cuatrman. Senator Fulbright? 


HO CHI-MINH’S BACKGROUND 


Senator Fursricnr. Mr. Secretary, I was interested in your 
answers about Ho Chi-Minh. I had understood that he had spent 
some time in Paris, and at one time did try to represent himself to 
the French—he had been friendly, but they repulsed him. Do you 
have anything on that ? 

Secretary Duties. Yes. I think Ho Chi-Minh went to Paris in 
1946, and at that time made certain proposals for the French’ which 
were at that time rejected by the French. Whether, if they had been 
accepted, Ho Chi-Minh would have given the people true independ- 
ence or have used his authority to turn them over to the Communists 1s 
a question which no one can be sure as to what the answer would have 
been. 

Senator Fuisrient. Is it true that at one time before that he had 
been allied with Chiang Kai-shek, about 15 years before? Was he 
ever in the employ of Chiang Kai-shek ? 

Secretary Duuues. Well, he was operating in China; as I say, he 
worked there primarily with Borodin, and there was a period when 
Chiang Kai-shek was working himself rather closely with the left- 
wing elements in China, was “himself somewhat of ‘a revolutionary 
figure, and I think it is probably that period that you are referring to. 

Senator Futsricut. I do not know that it is particularly impor- 
tant, except that some knowledge of the background of these situations 
sometimes will help to develop. a policy. It at least prevents us from 
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freezing our attitude with regard to some of these people, where 
there is no possibility of any alternative. 

Secretary Duties. Yes. 

Senator Funerient. It might permit us to develop a more flexible 
policy when we realize that even in Ho Chi-Minh’s case he from time 
to time might have been allied with people on the other side of the 
fence. 

I vaguely remember that at one time Ho Chi-Minh was financed by 
funds which we supplied through Stilwell. I would have to check 
that. I have read things about it from time to time, but 
you will find that he had been on both sides of the fence. 


Secretary Duties. I expect he has taken money from both sides of 
the fence. 

Senator Futsrient. Yes, but it could be interpreted, and I am not 
interpreting it that way because I do not know, but it could be in- 
terpreted that he tried to lead the independence movement without 
Communist help. Having failed, he took Communist help. That is 
a possible interpretation, is it not ? 

Secretary Duties. That is possible. But the fact that before any 
of these events happened he had been indoctrinated and trained for 
several years in Moscow, makes me rather skeptical of the more benev- 
olent interpretation that you suggest might be possible. 

Senator Fursrient. I do not suggest it. I am not acquainted’ with 
the man, but I have read that he spent time in Moscow and also in 
Paris. I think he lived in Paris before 1946. I think he went there as 
a young man and stayed for some little time, probably 10 or 15 years 
before 1946, right after the Japanese came. We do know the Vichy 
French lined up as administrators for the Japanese, and that threw 
Ho Chi-Minh and Chiang Kai-shek on the same side of the 
there, did it not, as ourselves ? 
developed. 


I believe 


fence 
That was the way some of those things 


I do not want to make a point of it; I do not want to argue about 
the interpretation, but I do think it is well to be informed about the 
flexibility that sometimes has entered into a situation like the one in 
Indochina. Possibly it gives an opportunity to divert them or break 
their relations with Moscow. I have always felt that that would be 
beneficial if we could do it. 


UNITED STATES RELATIONS WITH ALLIES 


You say a good deal about the importance of the unity of the free 
world. At the present time do you feel that our relations with Great 
Britain and France are in very good condition ? 

Secretary Dunes. I would say that there is a considerable measure 
of difference in some areas at the present time, but I do not think it 
goes to the fundamentals of our relationship. 


AGREEMENT ON FUNDAMENTALS 


Senator Futaricnt. I think the people need some reassurance. I 
think it would be well if you would elaborate. What are these funda- 
mentals in which we are still in agreement with the British and the 
French? Do we agree on our policy in Indochina and the Far East? 
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Secretary Duties. I think we are in agreement on the basic ap- 
preciation of the nature of the Communist, Soviet Communist danger, 
and of the necessity of the free world making common cause against It. 
Now, when it comes to the details of just how you act in any par- 
ticular situation, particularly a situation which confronts us with 
difficult choices, then there is a natural difference within the free 
world. 
FREE SOCTETIES DIFFER 


One of the elements of a free society is that people differ, and to say 
that we differ is another way of saying that it is a free society. if 
there was complete conformity there would not be a free society; so 
you have to take a difference as part of the penalty, if you wish to call 
it that, of having—— 

Senator Fuuisricut. In that sense, we differ from Moscow; does 
that make us part of a free society? There are many differences. 
There are matters of degree. 

Secretary Duties. Yes, it does make us a free society. If we did 
not differ from Moscow we would not be a free society. 

Senator Furpricnt. Does it make her free? They differ from us, 
but I do not think that is a sufficient definition just because we differ. 
1 was hoping we could reassure the people that this split that we hear 
about is not as serious as we have been told. 


BRITISH OUR STRONGEST ALLY 


It isa very disturbing thougltt to me that the British are not willing 
to support us in the Far East; not that I think that is decisive, but the 
British still are our strongest friends, are they not ¢ 

Secretary Duties. I think that we can and do count on the British 
as our most strong and dependable ally. We use this term “ally” 
in a rather—in a somewhat loose way. Of course, the only treaty of 
alliance that we have with the United Kingdom is a treaty which 
relates to the North Atlantic community, the alliance represented by 
the North Atlantic Treaty. 

In other areas of the world we do not have any formal agreements 
which in any sense bind us to common policies and common action. 
We do not have in any technical sense a worldwide alliance and, per- 
haps, therefore the term “ally” should not be used quite as loosely as 
we use it because it implies certain things which are not actually the 
fact. , 

UNITED STATES-BRITISH DIFFERENCES 


I do not think there is any point in disguising the fact that there 
has been a difference of opinion between the United Kingdom and 
ourselves as to how to proceed in relation to Indochina; that has been 
made apparent by statements which have been made by high officials 
of both Governments. But, as I say, I do not get terribly worried 
by those matters or treat them as going to the fundamentals of our 
relationship or as indicating that we would be better off if we each 
tried to go separately our different ways. 

Senator Furerient. I think it is well for you to emphasize that 
because we have had people before this committee very recently who 
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have said they thought we ought to go it alone. I think if you feel that 
way, with which I agree, it ought to be emphasized. I think it is a 
very healthy thing that it be emphasized. 

Is it true that you do not feel we ought to undertake a solitary 
policy, we should go our own way, regardless of the British, in the 
Far East? Is that a correct interpretation of your statement ? 

Secretary Duties. I would not want to make an answer which would 
seem to suggest that we concede that the United Kingdom has a veto 
power over anything we might want to do. The situation might be- 
come such that we would feel we would have to act whether or not 
the British went along with us, and certainly a commitment that we 
would not do anything unless the British went with us might lead to a 
series of vetoes which would paralyze any effective course of action. 

We might make that, if we agreed that we would not do anything 
without the British concurrence, and the British agreed they would 
not do anything without, let us say, Nehru’s concurrence, and if Nehru 
agreed that he would not do anything without Chou En-lai’s con- 
currence, and Chou En-lai said he would not do anything without the 
Soviet concurrence, you would have a series of vetoes set up where 
your action in the last analysis would be determined from Moscow. 
Now, you cannot put yourself in that position. 


NEED FOR BASIS OF COOPERATION 


I believe we should try earnestly to find a basis for cooperation for 
going along together. I do not believe we should put ourselves in a 
position where offici: ally and publicly we tell the world that we will 
never do anything anywhere unless the British give their consent to 
it. 

Senator Fuisriewr. I think that is understandable. I certainly 
would not advocate that we bind ourselves absolutely either way. But 
there is a difference between your attitude and that which I have 
heard—that there are not important, they are weak, they have loca] 
interests and that we ought not to pay much attention to their desires. 

It is a question of degree; the same as with regard to the question 
of unity. 

From time to time there is some difference in the extent of the unity 
existing within the coalition; we recognize that. During the war we 
had very close cooperation. As of the moment it is fairly safe to 

say it is a little less than it has been, is that correct? 

Secretary Duties. I think that would be a fair statement. 

Senator Fu.sricur. It is not all our fault. I do not mean that. 
They have their troubles too. Mr. Bevan has added to the difficulties, 
has he not? 

UNITED STATES DOMESTIC SITUATION 


I wonder if you care to comment on whether or not our domestic 
situation would have any bearing upon our security! In other words, 
do you think the difficulties th: at we are experiencing here at home 
should be related to the foreign relations? Should we exercise more 
self-control in our domestic affairs in order to make it easier for you? 
[ have great sympathy with your problems when I see how we fight 
amongst ourselves at home. 
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I do not see how we can function very well if we have continued 
divisions among ourselves at home. Would you mind commenting 
in that in a general way? I do not want to be partisan about it. 1 
think ina general statement we need something to calm us down at 
home. 

I feel very strongly. I think it is a great tragedy, for example, 
that Mr. Oppenheimer, the great scientist, must be subjected to this 
indignity. It is a very serious thing in our foreign relations and | 
thought you, as the head of our State Department, might give us a 
little advice. 

Secretary Duutzxs. I have not myself found that what you refer to 
as our domestic differences have in any identifiable way made more 
difficult the conduct of our foreign policy. 

I say in any identifiable way because there are, of course, intangibles 
that are extremely difficult to appraise, and unless one is a professional 
analyst of public opinions, I do not think he is capable of judging all 
of those things. 

All I can say is that from my own experience in trying to do the 
things which I have tried to do, the agreements we have been able to 
ac hieve, the agreements which we failed to achieve, I do not find that 
the elements you refer to have been in any identifiable way any decisive 
factor in the matter. 

Senator Futertentr. You do not think our domestic affairs in any 
way influence the British or the French or make them feel that we are 
in a period of abberation in which they do not know what to expect 
from us? You have not noticed anything under that? 

Secretary Dunes. I have not observed that. 

Senator Futprient. I hope they have not found out what is going 
on over here. That is all, Mr. Chairman. 

The CHarrMAN. At previous meetings several of our members were 
cut off from inquiry. I am wondering if we can have some under- 
standing with you, Mr. Secretary, so that those who want to inquire 

can be here, and you could be here this afternoon ? 

Secretary Duties. I am sorry, it is absolutely impossible for me to 
be here this afternoon. I have matters of the utmost importance 
which I must do, 

The Cuatrman. I have to leave now and I will ask Senator Green 
to preside. 

Senator GREEN (presiding). Senator Capehart? 


TRADE POLICY OF ALLIES 


Senator Carrnartr. Isn’t your biggest trouble at the moment with 
our allies in respect to trade? 

Secretary Duties. I would say that the aspect of foreign relations 
which caused me the most concern at the moment is in the t rade and 
economic field. 

Senator Capenart. In other words, they are more critical of our 
attitude toward them in respect to their own trade policies than 
possibly any other one thing. 

Sec retary Duties. Yes, sir. I would say that is the most clearly 
defined source of diffic salty which we have with other fr iendly govern- 
ments in this hemisphere and elsewhere. 
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Senator Carrnarr. Is it not a fact that if this so-called cold war 
goes on for many, many years, we are going to have to settle the 
trade situation if we expect to win the cold war? 

Secretary Dunes. I believe so. 

Senator Carenart. Our allies and ourselves cannot maintain full 
employment and maintain jobs unless they have trade ? 

Secretary Duties. That is correct. 

Senator Carenart. In studying this subject as the chairman of the 
Banking and Currency Committee, which has to do with the Inter 
national Bank, the Export- Import Bank and other aspects of trade, 
it seems to me that that is our biggest problem. We may lose or win 
this so-called cold war on our ability to solve that problem. Is that 
true ? 

Secretary Duties. I think it is true, Senator Capehart. I think 
you put your finger on what is the most difficult aspect of our foreign 
relations at the present time: That the United States, in my opinion, 
is not taking a sufficiently broad viewpoint with reference to its 
responsibilities as the greatest economic unit in the world, and almost 
the only source of funds, capital funds, which could be loaned abroad. 


NEED FOR MORE TRADE AMONG NATIONS 


Senator Carpenarr. It seems to me that we are not supporting the 
Export-Import Bank as we should, and we are not supporting foreign 
trade from this country. We are putting more emphasis upon arms 
and other things than we are in the matter of trade between nations 
and helping nations to increase their trade among themselves, thereby 
creating more jobs, promoting the private-enterprise system and the 
ownership of property within their own respective countries. We 
might well take another look at this situation and work out plans and 
policies of more trade among nations and more trade among our allies. 
The people within these respective countries should trade more among 
themselves, because the opposite to war is trade, and the opposite to 
war is jobs and peaceful pursuits. 

And while we could go on for a few more years spending all of our 
time and money on wars and war materials, that we must do to defend 
ourselves, might we not give more thought and more study to this 
matter of trade and be more practical about it and more realistic? 

Secretary Duties. I would think that was extremely important. 


ECONOMIC RELATIONS WITH LATIN AMERICA 


You mentioned the Export-Import Bank; I think that it could be 
more active, perhaps, than it has been. I made a reference, and 
Senator Green made a reference, to our relations with our Latin 
American friends. Well, we cannot indefinitely expect their complete 
support on the political matters, which cause us great concern, if we 
do not also give some concern to the matter of trade and development 
of their resources. 

We are constantly asking, and I would say in the main, receiving 
their support in political matters at the Caracas Conference, at the 
United Nations, and so forth. But when it comes to our economic 
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nd commercial relations there we seem to lose interest, and that, to 
lem, is quite vital and I hope very much that that aspect of that 
iatter will not be forgotten, and I know your own great interest in 

it, and I want to say, as Secretary of State, with the responsibility for 

the conduct of foreign affairs, I am extremely happy that your com- 
\ittee is showing the interest it is in this phase of the matter. 


ECONOMIC AND POLITICAL COOPERATION WITH ALLIES 


Senator CaprHart. Isn’t the political cooperation of our allies and 
r lack of economic cooperation with them possibly the basis of some 

of your troubles at the moment, and some of the troubles with our 
illies? Each of these nations has its respective economic problems 
it home. They have problems of unemployment and problems of 
business and trade. They cannot live without it. Are we taking the 
right viewpoint toward it? I do not know. 

I am not being critical, and I certainly have no solution at the 
moment for it. I have been thinking a lot about it. I do wish we 
could get our Congress and our people thinking in a different direction 
on many of these things, because I do not think we can continue 
indefinitely for many, many years going on as we are. We are going 
to win the cold war through trade, jobs, and employment, because it 
eems to me that communism is nothing but an attack upon the private 
ownership of property. That is all it is; and we ought to win over it 
by virtue of trade, creating more ownership of property. 

I wish we could—I wish this committee could—eive more thought 
to the idea. I wish the Congress would, and I wish the people would. 

I am fearful we have been taking a narrow view of the whole situa- 
tion and, possibly, defeating the very thing we are trying to help and 
to cure. 

Secretary Duties. I have great sympathy with what you say, sir. 


WHAT CONGRESS CAN DO TO HELP 


Senator Capenartr. Is there anything that this committee or Con- 
gress might do to be he ‘Ipful to you in that respect ? 

Secretary Duties. Well, there are quite a few things. Many of 
them are expressed in the President’s program; and, if that program 
could be more fully carried out, it would go a good way to solve these 
problems. 

[ talked with some of the House members a day or two ago about the 
problem of Japan, which was already alluded to here by Senator 
Smith. Well, the economic problem of Japan is one of greatest 
importance, and it is a problem of very great difficulty, and I think we 
all of us tend to think primarily of the political problems; they seem 
to be more interesting. 

I find that I, myself, in the State Department get more engrossed in 
them, and oftentimes we let slide the economic problems because they 
do not present themselves with the same urgency at any particular 
moment, but I do believe that this area to which you are dirceting 
your attention is one of supreme importance. 


48661—54——_3 






























28 MUTUAL SECURITY ACT OF 1954 


JAPANESE TRADE 


Senator Capenart. How is Japan going to maintain an economy if 
she cannot trade throughout the entire Far East? Aren’t we going to 
have to face that issue in some way ¢ 

Secretary Duties. Well, I hope we will not have to face it; but, of 
course, if there should be barriers to J: apanese trade with southeast 
Asia, that would add very seriously to what is already an unhappy 
economic situation for Japan. 

Senator Carenarr. If Japan is going to remain strong and healthy, 
she will have to have trade. 

Secretary Duties. That is correct. 

Senator Capenart. She either will have to trade with the United 
States, among her own people, if there is sufficient trade there, or she 
will have to trade with Latin America or some other section of the 
world. 

Secretary Duties. Correct. 

Senator Carenarr. Now, the question is, Can we draw lines around 
certain sections of the world and say that we are not going to trade 
there? If we do this, then is there sufficient trade in the balance of 
the world to maintain full employment, maintain the economy and 
the private-enterprise system, or will we be dragged down into com 
plete 100 percent Government ownership, which is communism! | 
think many people in the United States have been barking up the 
wrong tree in many respects, and I shall include myself among them. 

We ought to take a different viewpoint and a new look. We ought 
to work out some new policies with respect to this whole matter. | 
think it is time that we did it. I think it is a little later than we think. 

Thank you, Mr. Chairman. 

Senator GREEN. Senator Sparkman, I believe you said you had a 
few questions ¢ 

ECONOMIC SITUATION IN FAR EAST 


Senator SpaARKMAN. Mr. es) I was very much interested in the 
discussion between you and Senator Capehart, and I am in agreement 
with you. lam very much concerned about the economic situation of 
Japan and that whole area 

What part of the President’s program relates to that particular 
problem? Is there legislation proposed that would ease up on this 
economic situation in Japan? 





GENERAL AGREEMENT ON TARIFFS AND TRADE (GATT) 





Secretary Duties. Yes. If the Reciprocal Trade Agreements Act 
is extended for a year so that we can then negotiate for full accession of 
Japan to GATT, that would open the way to a very considerable eas- 
ing of the Japanese trade problem. 

You see, by and large, there have been negotiations with other 
countries which have considerably reduced, on a multilateral world 
basis, the duties on the commodities which are distinctive to those 
particular countries. There have been no such negotiations with 
Japan, so the goods from Japan or the goods which are distinctively 
Japanese in their character still have to pay in most of the world very 
high duties, in many cases prohibitive duties. 
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Now, we were able with great difficulty in the face of British opposi- 
tion to get temporary Japanese participation in GATT last fall. But 
now the ability to proceed and turn that to account depends on the 
extension, without crippling conditions, of the Reciprocal Trade 
\greement Act; and there is a plan for going ahead with negotiation 
to enable Japan’s trade to expand; but it is—the consummation of 
that program depends upon getting a renewal of the present act, which 
[ think, expires on the 12th of June. 

Senator SPARKMAN. And all of the barriers have been removed now 
so that we can negotiate with Japan, provided there is an extension ? 

Secretary Duties. That is correct. 

Senator SPARKMAN. I believe I will conclude with that, Mr. Chair- 
man. 

Senator Green. Senator Gillette ? 

Senator Grutetrr. Thank you, Mr. Chairman. 

First, I want to add my commendation to you, Mr. Secretary, for a 
very clear-cut statement. 

I also want to compliment you on your specific statement with re- 
spect to Latin America. Your statement that it is not enough that 
the Communist threat should be recognized for the danger that it is, 
but it is also necessary that steps be taken to show solidarity on the 
economic front. 

I think that is a statement that should have been made today and 
would have been well to have been made and implemented some time 
avo. 


EMPHASIS ON AGREEMENT WITH ALLIES 


In relation to your colloquy with Senator Fulbright as to the dif- 
ferences between our allies and us, I think that nothing can be gained 
by emphasizing the point of difference. There is no question that 
there are points of difference between some of our allies and ourselves. 
There is the recognition of Communist China, the admission of Com- 
munist China into the U. N., trade policies that are being discussed 
here, and your own request recently for some united action in south- 
east Asia. But I feel that the areas in which our interests are identical 
wr parallel far outweigh the areas in which our differences exist, and 
that emphasis should be placed on those because the mutuality of them 
is there, 


UNITED STATES POLICY TOWARD NONRATIFICATION OF EDC 


One question I have is with reference to your discussion of the 
ratification of the EDC and your following suggestion : 

I recommend to the Congress that the mutual security legislation be modified 
in such a way as to permit those countries which have already approved the 
EDC treaty to continue their military buildup pending final action by the other 
signatory governments. 

Was it your intention, Mr. Secretary, to take a position that we are 
going to cut off aid to the nations that have not ratified the EDC? 

Secretary Duties. I would think that it would be acceptable not 
to mi ike deliveries for milits ry account to those countries out of this 
year’s or the coming year’s, fiscal year’s appropriation unless and un- 
til they have ratified the EDC, yes. That is, in effect, what the present 
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law provides, except the present law is operating that way as against 
all of the 6 respective EDC countries, although, as I say, 4 of them 
have already fully completed their ratification. 


FINANCING INDOCHINA WAR 


Senator Gituerre, That statement which I quoted, and on which 
you have just commented, seemed a bit inconsistent with your state- 
ment on page 7 in which you said: 

We have provided a great part of the military materiel needed by the French 
Union forces and the national armies of Cambodia, Laos, and Vietnam. We have 
agreed to finance most of the cost of the fight to maintain the freedom of the 
Associated States. 

When did we make that commitment, who made it and under what 
authority did we become obligated to carrying the cost or most of the 
cost of the maintenance of peace in that area ¢ 

Secretary Dutxes. Let me first clarify, possibly a misunderstanding 
of what I said before; that the cutoff that I referred to which now 
operates under the so-called Richards amendment, only applies to 
deliveries of military equipment and the like to the European Defense 
Community in Europe. It has no application to the provision with 
reference to military end item assistance to France in Indochina, and 
I am not proposing that there should be any limitation in that area. 

Now, with respect to the authority that you refer to, that authority 
is contained in the present law which appropriated $400 million to 
France for this purpose, and then there has been supplemented by 
use of the flexible transfer provisions on the basis of consultation 
with the Appropriations Committees of both Houses of Congress. 

It was already in the law, but the administration did not want to 
use those provisions in that respect without the knowledge and 
approval of the Appropriations Committee, so that was sought and 
obtained. 

Senator Gittetre. With making available $400 million of aid in 
that area, the flexibility clause transferring an additional $385 million 
and the utilization also of end items, the help was carried to well 
over a billion dollars. Was all of this aid channeled through France ! 

Secretary Duties. Yes, it was all delivered to France, or the mili 
tary end items were delivered to the French commanders in Indo 
china. 

UNITED STATES AID CHANNELS 


Senator Giittetre. Does this statement that we have agreed to 
finance most of the cost of the fight to maintain the freedom of the 
Associated States mean that our aid is still to be channeled through 
France ? 

Secretary Duties. We are suggesting that there should be greater 
flexibility which would enable us, if the situation seemed appropriate, 
to use that this coming year not only for the French in Indochina but 
for the area, and also directly to or through the Governments of 
Vietnam, Laos, and Cambodia as they assume greater legal and prac 
tical competence in this field during the coming year. 
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UNITED KINGDOM AIR FORCE 


Senator Gitterre. In the discussion with reference to aid to Europe, 
I was struck by the statement that the United States contributes to 
the objective by assisting the United Kingdom to develop a more 

odern and powerful air force to augment 'N ATO’s ground force. 

You would call our attention to the fact that we have limited our 
ground force support to the 6 nations, and also you referred te the 
fact that there were some 90 divisions altogether available to NATO 

d its associates. 

Is this decision to develop the air force of the United Kingdom 
exclusive of assistance to any of the other allies? 

Secretary Duties. No. We are helping all the allies. I am not 
quite sure whether some of this—the answers to this—if I go into detail 
might get into an area which is classified. 

Senator Gittetrr. Perhaps we had better not discuss it. 

Secretary Duties. Yes. 

Senator Gmtetre. We can discuss it later when this question comes 
Secretary Duties. Yes. 

Senator Gittetre. I thank you, Mr. Secretary. 
Senator Green. Senator Humphrey ? 


NAVARRE PLAN 


Senator Humpnrey. Mr. Secretary, in view of the announcement 
reported this morning in the press, about the change of command in 
Indochina, with General Navarre being recalled, and General Ely, 
being his repli wcement, what is happening then to the Navarre plan, 
the o pk in which we had embraced ¢ 

Secretary Duties. Well, the Navarre plan, so-called, took its name 
from General Navarre who largely conceived the plan and, of course, 
actually the plan is one which goes on whether or not General Navarre 
goes on. There is no integral part he plays personally in the plan. 

Now, the basis of the Navarre plan was to try to develop more inten- 
ively the local indigenous forces, and that is what called for the in- 

rease in expenditure. That plan was worked out by the French and 
put up to us by the military people in September of last year. 

They judged that it was a good plan for the training and equipment 
of the native forces who should carry the burden of the ground fight- 
ng in that part of the world. 

The program has gone ahead, although it is somewhat shaken at 
the present time because the morale of the local people, the native 
peoples, is somewhat disturbed by events and by uncertainty as to 
whether the French will continue their efforts there, and it is more 
difficult than it has been to get recruits from the native forces, so that 
the future operation of that plan is something that will have to be 
reviewed, I would say 

Senator Humenrey. My understanding, Mr. Secretary, is that the 
Navarre plan involved also matters of particular strategy, particular 
types of maneuver and movement, and concentration of military 
strength. The announcement which I read indicated that not only 
was General Navarre being removed, but the entire strategy of the 
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military operations of the French and the Associated States were to 
be reexamined or revised. 

My only point is that in this mutual security authorization, appar- 
ently we had to work from something when we calculated these 
amounts in the contributions that we were to make in authorizing such 
program. 

If the strategy and the concept of military technique and tactics is 
to be changed and if there is a fundamental revision of policy, it would 
necessitate very broad flexibility, for example, in the act itself, 


FLEXIBILITY CONCEPT 


I happen to disagree with my colleague, Senator Gillette, a little 
bit on this matter of flexibility. 1 have supported the idea that the 
President ought to have considerable flexibility under the authoriza- 
tion because of ch: anging events. I wondered whether or not in your 
calculations, in the authorization, there was thought given to what 
is now not only a theory but a reality, namely, that there has been a 
fundamental change not only in the military situation in Indochina but 
possibly in the entire matter of deployment of forces, the military 
tactics and the concentration of troops and military weapons. 


TWO COMPONENTS OF NAVARRE PLAN 


Secretary Duties. You are quite correct, Senator, that the Navarre 
plan did have the two components. One was the training and equip- 
ment of the native forces, which was hoped could be carried on at a 
pace which would mean that by the beginning of what was then-called 
the next fighting season, that would be next November, there would be 
a very substantial increase in the native forces available. 

Then there was a second component which was that it outlined a plan 
of action which it was thought would hold the situation during the 
then current fighting season by certain tactics and programs which 
were outlined there. 

Now, that phase of the matter has been substantially upset by the 
fact that the French had to meet a very much intensified scale of attack 
following the putting of this Indochina on the agenda at the Geneva 
Peace Conference. 

I told Mr. Bidault at the time that that would happen, and it did 
happen, because they were then out to gain a political victory rather 
than a purely military victory. They concentrated their effort in 
a way which the French had not anticipated against Dienbienphu, and 
the French decided to make Dienbienphu sort Pof a symbol. 

It isall right to make the thing a symbol if you are going to be able to 
hoid it up; it is not so good to make it a symbol if you cannot. They 
thought they could hold on to Dienbienphu, and it would be a hearten- 
ing thing. 

They miscalculated in that respect, and undoubtedly the militar 
aspects of the plan are going to require reconsideration, and the shift 
in high command presages that. 

As far as the amount of money that is required that is calculated on 
the basis of the cost of paying, training, equipping the Vietn: ae 
and assuming that the politic al settlement at Geneva does not, 
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effect, turn them over to Communist control, that expense angles will 
eo ahead. 

Now, if the settlement—if there should be a settlement at Geneva, 
and if it had that result, then that particular item of expense would 
vo down, but it would, I think, be replaced by an urgency for doing 
ome more training and giving some more equipment in some of the 
ieighboring areas so there would then be a transfer of the expense. 

Now, it is not possible under present conditions to calculate expenses 
for a period which will be from a half year to a year and a half ahead, 
in view of what is happening in that part of the world. All I can 
say is that that amount is what you might call an educated guess, is 
about the best we can do. 


VIETNAMESE LEADERSHIP 


Senator Humrurey. Mr. Secretary, these are such difficult times 
that I do not think anyone wants to be unnecessarily critical, but I 
think I recall that not only had the French accepted the Navarre plan 
isa reasonable military operation or a potentially successful one, but 
that our own calculations have been based upon that. I think I recall 

e testimony here of the members of our military, the Chairman of 
the Joint Chiefs of Staff, and others, in which there was considerable 
faith expressed in two factors; No. 1, the military effectiveness of 
the Navarre plan, and, No. 2, the possibility of strengthening the 
leadership of the Vietnamese. 

What has happened to the leade ship of the Vietnamese in terms of 
locality? Where are they? Are they in Vietnam or have they left ? 

We hear a lot of stories about. withdrawals of key government of- 
ficials in Vietnam. What has happened to them in terms of their 
willingness to continue on as indigenous leaders of their own people, 
because this affects our calculations again. 


APPROVAL OF NAVARRE PLAN 


What I am getting at is that the Navarre plan was not just a 
French plan. It m: tybe was conceived by the French but our military 
calculations in terms of our support and our policy were based upon 
an assent to or an agreement with or an acceptance of both the mili- 
tarv and the political leadership factors. 

Does this not pose a very serious problem for us in this authoriza- 
tion and in the whole policy ? 

Secretary Duties. Yes, it does. 

Of course, the so-called Navarre plan was submitted to and approved 
by our military people before it was accepted by this Government. as 
a plan which was worthy of being underwritten to a large financial 
scale, which is represented by the funds which have been made avail- 
able, and by the military end items which have been made available. 


DECLINING WILL OF FRENCH PEOPLE 


[ would say that there was a miscalculation there, but it was a mis- 
calculation which, I think, is primarily attributable to the dec lining 
will of the French people and the French Parliament to see the 
struggle continued, and by increasing war weariness, which is under- 
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standable, perhaps, in the case of a war where it is now in its eighth 
year, and where, as more independence is granted, the st: akes for which 
they are fighting seem to be diminishing, ‘and the basic cause of events 
not turning out as well as hoped is, I think, to be found not in technical 
deficiencies in the Navarre plan, but basically in the fact that the 
French war weariness has developed at home, and the native people 
themselves out there have constantly had to act and operate, looking 
back over their shoulders all the time, looking to see what was going to 
happen in Paris. 

That is a very difficult situation in which generals have to fight. 
Whenever generals fight with an uncertain political situation in their 
rear, it is extremely difficult, and it is extremely difficult today. 

Today, from a purely military standpoint, a calculation of the assets 
on both sides would lead one to give a very high estimate of the chances 
of the French Union forces defeating what might be a further attack. 

sut that calculation in terms of men and materiel and air power is 
not decisive because of the necessity of bringing in the fact of whether 
or not the French are willing to continue on, whether the will to fight 
exists. 

The calculation of a will to fight, which is an essential ingredient 
in morale and in results, is a very difficult thing to appraise, and today 
there is grave doubt about what will happen, whether the present 
French Government will be overthrown, whether if it wants to go 
on and fight, it will not be substituted by a government that wants ‘to 
quit, and ‘that is what makes these calculations extreme ly difficult. 


MILITARY CALCULATIONS 


Senator Humpurey. May I just offer my own personal opinion. I 
am of the opinion that the military all too frequently calculates on the 
basis of logistics and manpower, and has underestimated the political 
importance of some of the events or the lack of political iitiative 
or political desire. 

I notice when we talk about the lack of the will of the French, the 
truth is it is not only the will of the French which has been a bit short 
here, but there has not been the kind of indigenous native leadership— 
at least it is this one Senator’s opinion—and in spite of all the calcula- 
tions we can give about troops and equipment which we can supply in 
abundance, there is still the problem at home in the native area of the 
will to resist. 

COMMUNISTS OBJECTIVES 


I just want to bring out this point, Mr. Secretary: I was very ap- 
preciative of your comments in your statement on India, despite our 
differences. Some of them are very vexing, but I thought it demon- 
strated a real desire to overlook some of those differences, and to pro- 
ceed, which leads me to this question : 

In most of our authorizations, it seems like we are just trying to 
cover up the holes that somebody else has created. It is really all too 
often a defensive opert ration. One remark in your statement about 
the objective of the Communists in Indochina, I think, pointed up the 
kind of initiative or the kind of program that they had in mind, 
namely, that they were to proceed to take over all of southeast Asia 
as their objective. 
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UNITED STATES OBJECTIVES 


Now, Mr. Secretary, what is our objective? In other words, do 
we have any point that we are concentrating upon to build a counter- 
force, a counterposition of strength, or are we attempting in this 
suithorization act to sort of help Japan’ For example, in Japan, are 
we really prepared to move ahead because of the nature of the 
Japanese constitution, with the defense of Japan? 

Let us take it again here in India, how far are we really going to 
build up India as a counterforce to Red China? The central core 
of my question is what is our policy and where is our central point 
of strength ? Is it just a policy of trying to checkmate or do we have 
a policy of moving ahead ? 


BASIC STRENGTH OF UNITED STATES FOREIGN POLICY 


Secretary Duties. I will just try to in one minute answer that 
question, 

I conceive that the basic strength of our foreign policy is here at 
home in the traditions and aspirations and the hopes of the American 
people. 

I do not think that the United States has been appointed by some 
divine act to be the guardian of all the peoples of all the world or to 
run their affairs. 

When we find people who share our hopes and aspirations, then we 
try to cooperate with them, and we believe in that way we keep alive 
the fundamental truths upon which our own Nation was founded, 
which has grown strong, which has made it a dynamic force in the 
world. 

The United States has certainly throughout its history been a very 
dynamic, positive force. Our conduct and example has made a tre- 
mendous contribution to human freedom everywhere, but we have 
not done it by going out and crusading with armed force around the 
world. 

We have done it primarily, as I say, by our own conduct and ex- 
ample, by finding people who shared our hopes, by uniting our 
strength with theirs. 

We do that, but we cannot do all this thing alone, and I do not think 
we should try to do 4 alone. I do not think you suggest that we should 
try to do it alone, but I do believe there is'a dynamic force in the 
principles in which we believe, and that by association with others who 
share those same convictions and same beliefs, I have faith that, as in 
the past, so again that the traditions of freedom, liberty and independ- 
ence will make such an impact upon the areas now subject to despotism 
that in the end the despotism will recede. That is our hope. 

Now, that is a very general statement, but it is a broad statement, 
and my basic faith in these matters. 


BASIC PHILOSOPHY 


Senator Humpnrey. In other words, Mr. Secretary, I do not believe 
with those words that you would accept Senator Capehart’s statement 
that all communism is really an attack on private ownership of prop- 
erty. Would you say that was but a facet of the meaning of this 
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totalitarian aggressive philosophy or would you say that it was 
all of it? 

Secretary Duties. I would say it is totally different. The basic— 
I mean, that is one facet of it. 

Senator Humpnrey. Yes. 

Secretary Duties. But the basic issue is what do you believe to be 
the nature of human beings. If you believe human beings are some 
thing which have a spiritual element in them, and that there is dignity 
and worth to the individual, then you have one form of society. 

If you believe that human beings are just a bit of matter to be dealt 
with like animals, then you can make out a very strong case for the 
Communist form of society. And basically those of us who believe 
in a spiritual world or believe in the spiritual nature of man and in a 
religious, a moral society, we have got to show such that our society 
produces fruits so good that we demonstrate that it is better than this 
other form of society. 

Now, conditions are often difficult for making that demonstration, i 
At times we find we can do it; at times we find we cannot. q 

We canont just by brute force impose our particular kind of society, 
because our kind of society does not produce these fruits unless it has 
its own roots somewhere, 

Now, we help to fertilize where people want us to do it; that is what 
this plan in part does; but just as we do not believe in a mechanistic ; 
world but in a spiritual world, so we depend upon those in other [7 
places who share that basic belief in the nature of society and in the 
nature of man, and I have confidence that those of us who do have that 
belief will, in the end, prevail and will generate a dynamic force, as 
we have in the past. That is the basic philosophical standpoint of 
the point of view I hold. 


CLEAR STATEMENT NEEDED ON INDOCHINESE INDEPENDENCE 


Senator Humenrey. I see this all goes to the point the acting chair- 
man made a while ago about our renouncing colonialism as just a part 
of our great nation: al tradition. I did not feel particularly satisfied, 
Mr. Secretary, in reference to the political developments vis-a-vis 
Indochina at Geneva. For example, when you said treaties with the 
Vietnam have been initialed, we all know that to initial something is 
not the same thing as to have ratified it or to have really affixed ones 
signature to it. Your comment upon Indochinese independence was 
that you wanted true independence, and I gather what you mean by 
that is, namely, an independence that is going to stand the test; not 
an independence for a day, and lost tomorrow. 

Now, it appears to me that despite the statement of the French a 
year ago, not even our own Government, not even the most informed 
of our own Government, including the Secretary of State, has been 
perfectly clear that the French really meant that these states were to 
have complete and total independence. 
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GUARANTY OF INDEPENDENCE FOR INDOCHINA 


Is it possible if that were said and agreed to, a U. N. trusteeship for 
a period of time to guarantee Indoc ‘chinese independence, would be 
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possible? I do not think it is just to give them independence and 
leave them on their own, so to speak, but is it not possible to utilize 
the instrumentalities of international institutions to guarantee this 
independence ¢ 

Secretary Duties. I doubt whether a trusteeship would be accept- 
able to the peoples concerned. That was originally contemplated in 
relation to Korea, but the peoples found that form of tutelage very 
objectionable, and we found we had to withdraw the concept. I 
suspect the same thing would be true here. 

Now, the question of some form of guaranty of independence, of 
course, is another matter, and that is one of the angles of the question 
which is being discussed at Geneva. 

The difference is, of course, that our concept of independence and 
the Soviet and the Communist Chinese concepts of independence are 
so different that nobody is quite sure where we use the same word 
that we really mean the same thing. 

Senator Green. That will be the last question. 

Mr. Secretary, we are grateful to you for coming and for your 
frank opening statement, and also for the patience you have shown 
in your appearance before us today. 

Ihave a statement tomake. The next meeting of the committee will 
be next Tuesday at 10 o’clock, and Mr. Harold Stassen will be our 
witness. The place of the meeting will be announced later. 

At this point the meeting stands adjourned. 

(Whereupon, at 1 p. m., the committee adjourned, to reconvene 
Tuesday, June 8, 1954, at 10 a. m.) 
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TUESDAY, JUNE 8, 1954 


Unrrep States SENATE, 
Committrer ON Foreign ReLations, 
Washington, D. C. 

‘The committee met, pursuant to notice, at 10: 10 a. m., in room 457, 
Senate Office Building, Senator H. Alexander Smith (acting chair- 
nan) presiding. 

Present: Senators Smith of New Jersey (acting chairman), Hick- 

looper, Ferguson, Capehart, Green, Fulbright, Sparkman, Gillette, 

id Mansfield. 

Senator Smiru. The meeting will please come to order. 

Senator Wiley had to be away today, unfortunately, and asked me 
to serve as acting chairman in his place. 

Tomorrow, I might say for the benefit of the committee, that 
\dmiral Radford is to appear before us. I understand he is to appear 
it another meeting in the morning and will be with us at 2:30 tomor- 
row afternoon. 

Now, we will continue our hearing this morning on the proposed 
Mutual Security Program for fiscal 1955, with the testimony from 
he Honorable Harold Stassen, Director of our Foreign Operations 
Administration operations. 

[ understand from Governor Stassen that he plans, at some point 
his testimony this morning, to give us a movie in connection with 
our Turkey program; is that right ? 

"Mr. Srassen. I would appreciate the opportunity to do so, because 

| think it would explain much more than longer discussion on my 

part would present it, and it would present it more directly. 
Senator SmiruH. I am going to suggest to my colleagues that we 
vite you to go ahead with your own presentation of your case, and 
ter we have had this movie, then we will take turns in asking ques- 
‘ions as they occur to us. 
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j Mr. Srassen. Thank you, Mr. Chairman. 

; Senator SamituH. I would like to call attention to the fact that as the 
; law presently exists, FOA winds up June 30 of this year. I assume 
3 vou will cover that whole problem in your statement. 

; Mr. Stassen. Yes, Mr. Chairman. 

a Senator Fuisrient. Mr. Chairman, might I ask one preliminary 


question. 
Senator Smiru. Senator Fulbright. 


DRAFT LEGISLATION ON FOREIGN AID 


Be gcse ae 


Senator FULBRIGHT. May I ask, has a specific bill been formally 
recommended by either the President, Mr. Dulles, or Mr. Stassen ? 
What does the committee have before it at the moment? 
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Mr. Srassen. Yes. The committee has before it a draft of legis 
lation which the House committee has also been working on for some 
weeks, and it is anticipated that the House version of the bill will be 
introduced this next week. 

Senator Futsrient. Is it true that nothing has been introduced 
dealing with foreign aid? 

Mr. Strassen. That is correct. 


PRESIDENT’S MESSAGE ON FOREIGN AID 


Senator Futerientr. Mr. Chairman, it is my understanding, as I 
recall, that every year since 1947 the President of the United States 
has submitted a special message requesting authority for the foreign- 
aid program. This year there was passage reference of the aid pro- 
gram in his state of the union message January 7. The budget message 
stated : 

In this budget, mutual military program funds are shown under the new 
obligational authority of the Department of Defense. However, this arrange- 
ment is being reviewed and my recommendations will be set forth in connection 
with the authorizing legislation I shall recommend to the Congress. 

That is the end of the quote. 

I wonder, has the President submitted the recommendations men- 
tioned in the budget message ? 

Mr. Strassen. The President, and all departments of the executive 
branch are in agreement on the draft legislation which.is before you. 
The President’s message, it would be anticipated, would be coming 
to the Congress in the near future. 

Senator Fuisriecut. Then, it is intended that he will submit the 
traditional message on the subject ? 

Mr. Strassen. That is right. 

Senator Futsricnt. That is what I wanted to know. 

Mr. Strassen. You see, many of these new issues arising in relation- 
ship to the Randall Commission, and otherwise, have been the subject 
of extensive negotiation in the executive branch, between different 
views like, for example, the matter of loan policy, and things of that 
kind, aad these matters are then shaped up for the consideration of 
the committees. 

Senator Fu.pricur. If it is desired that this legislation be passed 
by the end of this month, which is some 3 weeks from today, it would 
seem to me that the President’s message should be sent up to the 
committee before too long. 


CONSIDERATION BY ARMED SERVICES COMMITTEE 


There are 1 or 2 other facts that appear to be important, and that is, 
if there is to be some question as to whether the military-assistance 
aspect of the foreign aid should be considered by the Armed Services 
Committee. 

I don’t know of it, but has any message been sent to that committee 
regarding that aspect of the program ! 

Mr. Strassen. No, Senator; but it is traditional that the bill, after 
it is acted upon by this committee, does go to the Armed Services 
Committee for their views, prior to it being acted upon, on the floor of 
the Senate. 
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MESSAGE ON AGRICULTURAL SURPLUSES 


Senator Futsrieut. There is this aspect of it, in that budget mes- 
ige, where the President said this: 
I plan to request authority soon to use a part of our accumulated surpluses 
‘ f agricultural products to assist in strengthening the economies of friendly 
, untries, and otherwise to contribute to the accomplishment of our foreign- 
policy objectives. Authority will be requested to use for this period over a 
3-year period up to $1 billion worth of commodities held by the Commodity 
Credit Corporation. This program for use of agricultural surpluses is designed 
complement our general program of economic and technical development 
and must be closely coordinated with it. 

That interested me very much on two grounds: that is, the foreign- 
relations aspect and the agricultural aspect, but I see no further mes- 
sage regarding that. Has anything been developed on that? 

Mr. Strassen. I believe there has been a message sent up on that. 

Senator Futprignt. Subsequent to the budget message ¢ 

Mr. Strassen. Subsequent to the budget message; yes, sir. 

Senator Futpricor. When was that sent up, do you recall? I 
missed it. 

Mr. Srassen. It must have been about 6 or 8 weeks ago. 

Senator Fursricnr. Sent to this committee, or to Agriculture? 

Mr. Stassen. I think it was sent to the Congress. 

Senator Funsrieut. May I ask the chairman, has it been sent to 
this committee ? 

Senator Smrru. Dr. Wilcox says no, we haven’t received it. 

Mr. Srassen. It may be, Senator, that what has been sent up, was 
ent to the Congress—it was a draft of legislation on agricultural 
surpluses which I believe they have had hearings on, in the House 
committee, 

Senator Gmerre. Mr. Chairman, if the message had been sent up, 
it would have been reported to the committee as a matter of procedure. 

Mr. Srassen. I think it is draft legislation, rather than a message. 
[ will inquire further into that. 

Senator Hickentoorer. Mr. Chairman. 

Senator Smirx. Senator Hickenlooper. 

Senator Hickren.ooprr. I think a message was sent to the Com- 
mittee on Agriculture. I am a member of that committee, and I 
think that such a message was probably sent to the Committee on 
Agriculture. Whether it is the one Governor Stassen is referring to, 
[ don’t know. 

Mr, Srassen. Well, we will check into that aspect of it; I have 
it that it was an agricultural message. 

(The following information was subsequently furnislied :) 


Peace 


ee 


The message referred to was the testimony of John H. Davis, Assistant Secre- 
tary of Agriculture, given before the House Committee on Agriculture April 27, 
1954, presenting the executive branch position and recommendations on various 
bills for domestic and foreign disposal of surpluses. 
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STATEMENT OF HAROLD E. STASSEN, DIRECTOR, FOREIGN OPERA- 
TIONS ADMINISTRATION, ACCOMPANIED BY JOHN E. MURPHY 
CONTROLLER; GLEN A. LLOYD, DEPUTY TO THE DIRECTOR; AND 
LT. GEN. WILLIAM E. RILEY, DEPUTY DIRECTOR FOR MANAGE- 
MENT 


Mr. Srassen. Mr. Chairman, and members of the committee, in 
responding to your invitation to appear before you today, I would 
like to present to you a candid report on the successful operation of 
a vital worldwide program serving the peace, promoting the security, 
and contributing to the progress of the United States and of the free 
nations of the world. The record I present is not a perfect record. 
We have made mistakes. We have fallen short at times. Serious 
problems remain. But taken as a whole in its worldwide implica 
tions, I submit that it is a record of a successful United States en 
deavor. It is a record that—based on world conditions and United 
States security interests—warrants the support of the Congress as a 
matter of high priority and urgent necessity for carrying forward 
the program of fiscal year 1955, and on the basis of the record, I might 
state, immediately, I will request to you its 42 percent reduced from 
the amount of the authorization of 2 years ago. 


HIGHLIGHTS OF PAST YEAR'S PERFORMANGZ 


Let me point very briefly in general terms to the highlights of the 
past year’s performance and developments. The free world nations 
taken as a whole—were better fed, better clothed, and better housed 
in 1953 than in any previous postwar year. The free world was 
stronger from the standpoint of its own defense than ever before. The 
free world ec onomy expanded, its currencies gained stability, and as a 
result its economic confidence was, in large measure, restored. The 
fact that these things have happened have, in turn, helped our own 
economy to make it own post-Korean war adjustment without a depres- 
sion and have assisted in establishing the economic foundations of the 
military strength needed for security in the decade ahead. Likewise, 
the free world economy has been able to continue to maintain its net 
advantage over the economy of the Communist complex and has effec- 
tively controlled and managed the exchange of goods across the Iron 
Curtain. 

POLICIES FOLLOWED 


The relevant laws enacted by the Congress have been carried out both 
in letter and in spirit. The foreign policy guidance of the Secretary 
of State has been faithfully followed; the defense policy y guidance of 
the Secretary of Defense, and through him the Joint Chiefs of Staff, 
have been implemented; the monetary policy of the Secretary of the 
Treasury has been applied ; and the advice and assistance of the depart- 
ments of the executive branch of the Government, such as Agriculture, 
which we have been discussing, have been utilized in a manner that be- 
speaks close coordination and effective teamwork. Finally, the Presi- 
dent has given wise direction to the foreign operation program and 
this direction has been loyally carried through by a bipartisan efficient 
group of men and women of the Foreign Operations Administration. 
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SHORTFALLS OF PROGRAM IN SOUTHEAST ASIA 


On the debit side, in southeast Asia the Indochina war underway 
vhen President Eisenhower was inaugurated, still goes on. We con- 


tinued to support the forces of freedom, to carry on technical and eco- 


iomie assistance, and to strengthen the defenses of the southeast Asia 


rea. 
IN SOUTH ASIA 


In south Asia, the review of the program in India has led to greater 


emphasis by the Foreign Operations Administration on programs in 


iscal year 1954 for transporation and industry and to a lesser empha- 
is and a consequent saving of money on agriculture. This was due in 
part to unexpected progress in food production which inereased be- 
yond our most optimistic hopes. However, we wish to acknowledge 
that Congress was not consulted to the extent which it should have 
been on this change of emphasis in the India program, and misunder- 
tandings arose in regard to the shift in emphasis in this particular 
program. 
IN NEAR EAST 


In the Near East, the continued tension between the Arab States 
ind Israel has thus far prevented the carrying out of plans for coordi- 
nated economic development of water resources during the past year. 


IN FAR EAST 


In the Far East, the lack of agreement over reparations between 
Japan and the Philippines and Indonesia handicapped the economic 
progress of all three countries. 


IN EUROPE 


In Europe, the EDC has not yet been ratified by France and Italy, 
and a needed German contribution to the defense of Western Europe 
and of the free world has not yet come into being. As a result, arms 
programed for delivery to the EDC German units have backed up in 
the depots and ports of our country. 


RECORD OF ACCOMPLISHMENT 


But even with the full allowance for these shortfalls, mistakes, 
and disappointments, it can be fairly stated that a very impressive 
record of accomplishments should be noted which has contributed di- 
rectly to the prospect of peace, the assurances of security, and the 
economic well-being of the people of the United States and of the 
other free nations of the world: 


UNITED KINGDOM AIR FORCE 


A very powerful Royal Air Force has been assured, with great 
signif ance to the future security of not only the United Kingdom, but 
the United States and all NATO as well. We have some pictures of 
the Royal Air Force which I might circulate among the committee 
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now. ‘This has been provided through a combination of contractual 
and assistance arrangements and policies which have at the same 
time made it possible for intelligent British action to strengthen the 
pound sterling, to increase gold and dollar reserves, and to liberalize 
trade and payments. Long steps on the road tows ard convertibility 
of currencies, with sterling as a key currency, have been taken. These 
steps have direct economic advantage to the United States and to 
the rest of the free world as well as to the sterling area. 


NATO ARMED FORCES STRENGTHENED 


2. NATO armed forces have been increased to a marked degree 
in equipment, training, and reserves. With the addition of the Mata- 
dor squadrons—and those as you know are the guided missiles squad- 
rons—and atomic artillery to already established NATO strength, an 
important deterrent to war and a force to be reckoned with, has been 
attained under General Gruenther’s SHAPE Command. 

I might say that we have here before the committee this morning, 
a map upon which has been indicated the four major regions of the 
world in which we operate affirmatively: Europe; the Near East, 
Africa, and south Asia; Latin America; and the Far East. You see 
here, of course—it is very vivid—the strategic position of Spain. 

(A large map of the world was shown, indic ating by means of dis- 
tinct colors, the four major regions in which Foreign Operations Ad- 
ministration programs are going on.) 


AGREEMENT WITH SPAIN 


A mutual security agreement with Spain was signed during the 
year under which large modern airbases to be used by the United 
States Air Forces are to be built on that strategic peninsula. In ad- 
dition, the armed forces of Spain are to be provided with needed and 
extensive armament, and the economy and well-being of the people of 
Spain will be assisted by means of a companion aid program. 


FOOD PACKAGE PROGRAM 


1. Following the demonstrated courageous resistance of the vw 
ers of East Germany against their Communist oppressors a year ago, 
more than 5 million family packages of food have been toned in 
West Berlin in the past year to the people of East Germany through 
a West German food program which has been directly supported by 
United States food-aid funds. The impact of this operation on both 
sides of the Iron Curtain has been described by press observers as the 
most successful single penetration of the Iron Curtain since the 
war. 

We have a chart on this which shows the way in which those peo- 
ple came across the line to obtain these family food packages day after 
day, not only from the Soviet sector of Berlin, but from deep in the 
Soviet Zone of Germany. 
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LAST GERMAN FOOD PARCEL PROGRAM 


NUMBER OF FOOD PARCELS ISSUED DAILY 
JULY 27-OCTOBER 10, 1953 


Thousands of Parcels Per Day 
300 -— a — 2 ie 





NUMBER OF PARCELS 
Mee Bd 
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July — “—————— August ———————— ss \—————- August ———" “- Aug “September 





— October — 
FIRST DISTRIBUTION INTERIM @/ 


b/ 
PERIOD PERIOD SECOND DISTRIBUTION PERIOD 


g/ Distribution officially limited to Soviet Zone and peripheral area residents 
by No distribution on Sundays after August 23 


Senator Futsrieur. Was that financed by FOA? 
Mr. Strassen. That was; yes, sir. 

The United States carried out a holiday season distribution of 
food packages to nearly 5 million of the neediest families in Western 
Europe and other parts of the free world, This so-called Operation 
Reindeer filled an important need. The expressions of gratitude of 
the needy recipient families as reecived by those who participated in 
the distribution—including representatives of the Armed Forces of 
the United States—bear testimony to the important success achieved 
by that operation. 

COAL AND STEEL COMMUNITY 


The Europe coal and steel community—which as you know is an 
nea int move toward the integration of the European economy— 
was encouraged and supported with a $100 million loan—not grant-- 
to be repaid with interest at 37 percent. 


OFFSHORE PROCUREMENT 


7. A moderate but significant defense production base for ammuni- 
tion and replacement was established in the European NATO nations 
through an extensive program of armament procurement, commonly 
referred to as offshore procurement. This program has done much to 
increase defense capacity in Western Europe even though United 
States dollar aid has been sharply reduced. 
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MODERN WEAPON DEVELOPMENT 


8. Extensive and important arrangements have been made with a 
number of the NATO nations for the advance development of modern 
weapons of a nonatomic nature through the mutual special weapons 
program, initiated by the action of Congress in 1993. The imple- 
mentation of this program has had the unanimous approval of the 
Armed Forees Policy Council of the Department of Defense and has 
received the specific approval of the President. 


ECONOMIC PROGRESS OF GREECE 


Greece has made remarkable economic progress. After a much- 
needed devaluation of it currency in April 1953—carried out with 
assurance of commodity support from the United States—the prin 
cipal economic indexes such as the gross national product, the volume 
of trade, and the stability of currency, have all exihibited marked 
eprom Only a few years ago that nation was destitute and 
divided, torn by civil war, and frustrated by worthless currency. Its 
present posture, strength, and stability is a tribute to the people of 
Greece and a positive recommendation for the specific foreign policy 
of the United States which underlies the type of program we are 
discussing today. 

PROGRESS IN TURKEY 


. The Republic of Turkey continued to show exceptional progress 
in its economic strength and in its military capabilities. A valued 
member of NATO with a highly strategic location in the eastern 
Mediterranean, Turkey has moved firmly and consistently toward the 
attainment of its NATO force goals and has, at the same time, taken 
great economic strides forward in the development of its own country. 
In addition, it has developed an important security relationship with 
Yugoslavia and Greece. Recently it has initiated and formed a de- 
fense arrangement with Pakistan providing a new security counter- 
weight to the problems of defense of the Near East, and you recall the 
strategic location of Turkey. 

Now, by your leave, we will turn to the motion picture. I think it 
is well worth the few minutes of time for a direct report on this part 
of the program. 

(A 20-minute motion picture entitled “Jets Over Turkey,” made 
primarily for distribution in Turkey, was shown to the committee. 
The film covers one aspect of the military buildup of Turkey under 
the mutual defense assistance program.) 

Mr. Srassen. Mr. Chairman, as I indicated, Turkey is above aver- 
age, but it is also significant that a country that had very little mechan- 
ical experience a few short years ago is today in the advanced stage 
of developing jet pilots who are among the best in the world, and 
a mechanical ground force which can maintain modern jet aircraft. 
This is another instance of the fact that, around the world. many 
hundreds of keen young men of many nations have been made able 
to participate in developing the strength of the free world through 
the United States mutual security program. 
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ISRAEL 


The new nation of Israel has had acute economic problems in- 
herent in the establishment of a homeland for hundreds of thousands 
of displaced, oppressed, and exiled peoples from Eastern Europe and 
other parts of the world. During the past year we have worked very 
closely with the Government of Israel in establishing improved tee ‘h- 
niques of assistance and greater stability in debt management and 
balance of payments arrangements. The economy of Israel is in a 
much stronger position today than it was a year ago. 


ARAB STATES 


The program in the Arab States has placed high priority upon 
water development including irrigation, well drilling, and water 
spreading. Arab leaders have visited the United States to observe 
water-conservation and water-use methods. Use of these methods has 
produced an increasing number of green spots in the arid Arab coun- 
tries to give promise of better days to the millions of people in these 
nations, 

IRAN 


In Iran, the situation has changed for the better. In August, 
the long series of difficulties reached a climax, and out of that climax 
came a new government with new policies. The new government was 
faced with staggering economic and financial problems immediately 
upon assuming office. The situation was a direct result of the policies 
of the preceding government. The Shah of Iran appealed to the 
President of the United States for assistance. An immediate analysis 
was made by the Foreign Operations Administration, and upon the 
joint recommendation of the Secretary of State, the Secretary of De- 
fense, the Director of the Bureau of the Budget, and the Director of 
Foreign Operations Administration, the President made a prompt 
response to the request for assistance by allocating—through special 
transfer power which Congress had gr: anted him—an immediate grant 
of $45 million of economic aid. The prompt granting of this aid and 
the effective manner of its use have been important factors in helping 
[ran through its economic crisis. The Government of Iran has em- 
barked upon very important negotiations looking toward the success- 
ful utilization of its oil resources for the benefit of its people through 
a new arrangement with the consortium of British, American, Dutch. 
and French oil companies. 


LATIN AMERICA 


. During the year the programs of technical cooperation with the 
cml ies of Latin America has been carried forward. New aceomp- 
lishments in production, in health, and in education have been es- 
pecially noted. Special attention has been given to Brazil. This 
vast country of Brazil, with more than 3 million square miles and 56 
million people has a great potential. Our program is designed to 
assist Brazil in realizing that potential for the mutual benefit of the 
people of Brazil and of the United States. Except only for Guate- 
mala, a high degree of cooperation has been attained in the 19 Latin 
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American Republics and in the Caribbean territories in which ow 
program is conducted. 
GUATEMALA 


You are aware of the unfortunate circumstances that exist in Guate 
mala which cause us now to review the question of whether technica! 
cooperation should be continued in that nation. Pending clarifica 
tion of the situation, no request will be made of Congress for funds 
for 1955 for Guatemala. 

Senator Fercuson. Mr. Chairman, could I inquire if there is any 
thing going on right now, as far as your operations are concerned ? 

Mr. Srassen. Yes. We have in there now nine technicians princi 
pally in hospital and agricultural work. 

Senator I’ercuson. How much money has been spent this year? 

Mr. Srassen. A very small amount. I can give you the exact 
amount, slightly less than $200,000. 

Senator F'rreuson. You are not going to ask for any more money ? 
When do you intend to terminate your work in Guatemala ? 

Mr. Strassen. I assume the decision on that would also flow from 
the review we are now making of that situation with the Department 
of State. 

Senator Frrauson. There is no set date, then, if things don’t change, 
that you will stop your operation. 

Mr. Strassen. Not as of today, there isn’t a set date. 

Senator SparKMAN. I note you state with the exception of Guate- 
mala. I noticed on the map you had up a few minutes ago quite a 
territory down in South America was not in red, that is Argentina, I 
assume. 

Mr. Srassen. Yes, we have no program in Argentina. I say, of 
the 19 countries in which we are working, with the exception of Guate- 
mala, we have had cooperation from all. 

Senator SparKkMan. All right. 

Mr. Strassen. That portion of the map is entirely Argentina. There 
has been no program there in recent years. 


BOLIVIA 


15. Bolivia faced special difficulties during the year due in part 3 
to the sharp decline in the price of tin which has been its principal 
export. The loss of international exchange was so severe that a food : 
crisis arose and actual hunger thre: itened the people of the country. 
Utilizing the Famine Re lief Act and eme rgency transfer power which 
Congress gave to him, the President acted again upon the joint recom- 
mendation of the Secretary of State, the Director of the Bureau of 
the Budget, and the Director of Foreign Operations Administration, 
and made grants totaling $12 million, principally in the form of food. 
At the same time the technical cooperation program was redesigned 
to assist in diversifying the economic base of Bolivia. 






BOLIVIAN 





ECONOMIC AND POLITICAL DIFFICULTIES 


Senator CarppHart. You say: 





Bolivia faced special difficulties during the year due in part to the sharp de- 
cline in the price of tin which has been its principal export. 
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Is this trouble due to the fact that they changed governments about 
2 years ago, expropriated the mines and set up what amounts to a 
socialistic or government-controlled industry ¢ 

Mr. SrasseN. Well, the fall in their earnings, had at least a greater 
relationship to the sharp fall in the price of tin than to any of thes 
other difficulties. 

Senator Carenarr. Isn’t it a fact that about 2 years ago they had 
a revolution, changed governments, and expropriated all the mines, 
divided up the lands and in general changed their governmental poli- 
cies? Isn’t that what got them into trouble 4 

Mr. Srassen. I would say that the fall in the price of tin has been 
the main reason for the sharp fall, because they have had tin to export 
but—— 

Senator CarenArt. You don’t think the fact that they expropriated 
the mines, took them away from private industry, and took complete 
100 percent ownership of it had anything to do with their plight? 

Mr. Stassen. I didn’t say it didn’t have anything to do with it, 
Senator. I agree with you in that respect, but I think you will find 
from a study, it was the fall in the price of tin that caused or brought 
about that sharp crisis. 


AID TO BOLIVIA CRITICIZED 


Senator CapeHart. I was down there last fall and heard consider- 
able complaints that they expropriated private property, divided up 
the land, got into financial difficulties, and we immediately stepped in 
with $9 million. The complaint in general which they make is if you 
go C ommunist or get in trouble by expropriating private property, or 
attacking ownership of private property, you can get money from the 
United States. I have heard a lot about that. 

Mr. Srassen. I think it depends somewhat upon who down there 
you talked to. I do believe that the total result of what we are doing 
will be a greater stability in government and more friendliness on the 
part of the people, because I think 

Senator Carenart. I’m not questioning what you did, except that 
I noticed an absence here of mention of the fact that 2 years ago they 
had a revolution and changed governments. The new government 

came in and expropriated private property, divided up the farms, and 
got into difficulties, and we immediately proceeded to help them with 
$9 million. 

Now, no mention was made of that in your comment, and my best 
judgment is that the reason they got into difficulties down there—I 
would think the falling prices h: ad something to do with it—was 
because they expropriated the mines, and attacked the ownership of 
private property. Yet we seemed to sanction it by immediately pro- 
ceeding to give them $9 million. 

Mr. Strassen. Well, we did not sanction that action, but there was a 
decision that it would not be in the United States interest to permit 
hunger approaching starvation and economic chaos in the country 
under the present situation. That was the decision. You recall that 
the change of government—— 

Senator Carenarr. I heard a lot of talk about our policy over the 
past years was that all you had to do was go a little communistic, 
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socialistic, expropriate private property, or get into some difficulty and 
the American Government immediately came to your rescue. Unless 
you did get into grave difficulties by virtue of attacking private owner 
ship of property, you got very little help. 

Mr. Srassen. That is not true, Senator. 

Senator Carenart. Well, it is true in this instance. 

Mr. Srassen. Take two countries that have been in this program 
the longest space of time, Greece and Turkey. They have both been 
building strong economies, increasing the sector for private enter 
prise, building strong defense forces and being firmly against com 
munism, rooting out those people in the country and resisting them 
from outside. We have moved forward with them. 

Now, those are two of the most successful programs in the world. 

Senator CareHarr. I am simply saying we have heard a lot about 
the fact that unless you did do something unusual like going a little 
socialistic or a little communistic, and expropriated something you 
got very little help from the United States. 

Mr. Stassen. Well, it is not true in the world analysis. I know that 
statement is made. It is made in both a flip and an antagonistic way 
by some people. 

Senator Capenart. The fact remains that Bolivia did expropriate 
all the mines, isn’t that correct ? 

Mr. Strassen. Yes, at least all foreign-owned mines. 

Senator Capenartr. And divided up the land; is that correct ¢ 

Mr. Strassen. I am not familiar with the land part. 

Senator Carenart. They did attack private ownership of property 
which we in the United States so thoroughtly believe in, then got 
into financial difficulty and we immediately proceeded to give them $9 
million. 

Mr. Srassen. Not immediately, the expropriation of mines \ceur- 
red in October 1952, and we did this this year. In other words. there 
is always a matter of judgment, Senator, as to whether you pei mit a 
country to go into complete economic chaos, and go into a communistic 
regime, or whether you work with a rather Socialist-minded regime 
and try to develop a stability and understanding of economic factors 
[ believe if you will examine the worldwide program, it does show 
that we encourage private enterprise, private investment, strengthened 
stability, and anti-Communist development. 

Senator Caprnarr. I happen to know how you feel about it. I 
didn’t bring it up as a criticism of you in particular, or as a criticism 
of any person, but it has been an observation of mine, and I think of 
many others, that we sit around and permit these situations to happen 
as happened in Bolivia and Guatemala, and then we become very 
excited and rush in. I think we ought to pay more attention to see- 
ing that they did not do that, rather than do something about it after 
they do. It is a personal observation for whatever it is worth. 


ACCOMPLISHMENTS OF PROGRAM IN INDIA 


Mr, Strassen. 16. Mr. Chairman, one of the most successful tech- 
nical cooperation programs in the world is being carried on in the 
most populous democracy in the world—India. Some would feel that 
a country this vast with a population so enormous and the standard 
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of living so limited, and a sovereignty so new, could not be so affected 
by a program of technical cooperation and relatively limited eco 
nomic development and assistance. But the facts in the field now 
clearly indicate that the benefits of technical cooperation, through 
the Indo-American project of community development, are now 
reaching 24,000 communities and affec ‘ting 22 million people. Similar 
b lossoming is also occurring through agricultural improvement pro} 

cts, water r developme nt and well drilling, health programs, and more 
veces stimulation of industrial credit and the improvement of 
tre insportation facilities. One of the more important factors of 1954 
is this: The people of India are better fed and the people of Com- 
munist China are more hungry. 


PAKISTAN 





17. Pakistan, on India’s north and east, divided in two large and 
important segments of land of the Asian subcontinent, had two suc 
cessive crop failures due to drought and, you will recall, faced condi- 
tions of starvation in early 1953. The emergency request for food was 
answered by the President and this Congress with prompt action after 
a thorough survey had been made. The very next day after the 
Pakistan food law was signed, the first United States shipment left 
Baltimore harbor loaded with wheat. From that day on a steady 
flow of ships carried more than 600,000 tons of wheat from our ample 
supply to meet the serious deficiency in Pakistan. The ambassador 
of that country publicly stated—at the time he expressed the thanks 
of his government—that a million of his people had been saved from 
starvation. A foundation for continuing cooperation was estab- 
lished with the Government of Pakistan in a technical cooperation 
program and an agreement for supplying military arms for defen- 
sive purposes linked to the agreement with Turkey. The attitude of 
the Pakistan people and the government, the potentials of the country, 
and its strategic location remind one very much of the situation in 
Turkey 7 years ago. 

REBUILDING KOREA 


The rebuilding of war-torn Korea has presented one of our most 
nigel tasks inthe entire world. The dangers of runaway inflation 
on the one hand and the extreme economic dislocation on the other, 
compounded the plight of the nation with 400,000 of its homes com- 
pletely destroyed and most of its area a recent battlefield. 

By moving rapidly on essential matters of consumer supply and 
health, by supporting basic industries and resources which are the 
foundation for lasting economic and military strength, by coordinat- 
ing with the Government of Korea, the United Nations’ activities and 
those of the voluntary organizations, the rebuilding of the Republic 
of Korea is moving ahead. A major contract has been signed with 
an experienced U nited States engineering construction firm in order 
to develop electric power facilities and to train the people of Korea 
for the successful operation of such a power complex. The determi- 
nation and spirit of the people in Korea in the rebuilding of their 
country in peacetime matches the stalwart courage and will which 
they demonstrated so magnificently in their fight against the Com- 
munists during the war. 
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INCREASED AID TO AFRICA 


19. The vast continent of Africa has received increased attention 
in our program this past year. In Ethiopia, the success is now quite 
apparent. During his recent visit to the United States, His Majesty, 
Haile Selassie, expressed deep and grateful appreciation for this 
assistance, and for the objectives of this assistance. Ethiopia is 
another country in which private investment is being welcomed to 
aun increased degree. 

In Egypt and Libya, most of the projects are in their very early 
stages. Sound foundations have now been established for signific ant 
progress in these countries. Liberia’s earlier problems of supply and 
of personnel have been improved. A gathering momentum is ap- 
parent. In the dependent territories, new efforts have been made to 
fit technical cooperation into the potentialities for private investment 
and development. 

FOA ORGANIZATION 


20. Finally, under President Eisenhower's reorganization plan, this 
entire interrelated program around the world has become one coordi- 
nated program. ‘The form of organization is indicated on this chart. 


POLICY GUIDANCE 


Now, this is the organization chart under which we operate under 
the President’s reorganization plan. Policy guidance comes from the 
Secretaries of State, Treasury, and Defense, and the Director of the 
Bureau of the Budget ; we also draw on the other regular departments 
of the Government for advice and assistance. We do a central co- 
ordinating operating job in the Government. 

There you see the Deputy Director for Operations, and below him 
the regional directors for each of the four regions of the world which 
you saw on the map. There also you see the Deputy Director for 
Technical Services, my military adviser who is a member of the 
Planning Board.of the National Security Council; the Deputy Direc- 
tor for P rogram and Planning; the Assistant Director for Refugees, 
Migration and Voluntary Assistance; and the rest of our organization: 
the Deputy Director for Mutual Defense Assistance Control, who 
handles East-West Trade; the Office of Economic Affairs in Europe, 
the Deputy Director for Management, and so on. 


REDUCTIONS 


This is the way in which the reorganization has been carried out. 
Under it, the number of FOA administrative personnel has been 
sharply reduced from 4,448 on January 31, 1953, to 3,109 as of March 
31, 1954. Reductions have been particularly large in the Paris office 
where the number of administrative personnel has been cut from 475 
to 116, and the number of buildings in which office space has been 
rented has been reduced from 11 to 4. The Washington personnel 
has likewise been reduced from 1,680 to 1,276, or 24 percent, in part 
through the consolidation of and rearrangement of such central fune- 
tions -as accounting, personnel, legal affairs, research, statistics, and 
technical services. 
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REDUCTIONS (NW FOA PERSONNEL 


TOTAL FOA PERSONNEL CUAL LAA 


...@ cut of 19% .. down 30% 
trom January [983 — 


Jon. 31,1953 Mar. 31,1954 


SALA 


Jan. 31, 1953 Mar. 31, 1954 





dune 8. 1954 
GUIDELINES IN RESHAPING PROGRAM 


The guidelines we have followed in reshaping of the Foreign 
Opel rations Pre ogram have been these: 

(a) A great concentration in development projects leading from 
points of strength and an avoidance of a general spreading of funds 
in a nonconcentrated manner. 

(6) Safeguarding points of extreme weakness to avoid failures 
that could prove contagious. 

(c) Expanded utilization of the universities and colleges of 
America, especially in joint relationships with universities and col- 
leges of the less dev eloped countries. 

(d) New emphasis on the development of administrative and man- 
agement skills within these countries among the public officials and 
the able young people of less-advanced nations. 

(e) Constant emphasis upon the need for an advance in the real 
wages and an improvement in the conditions of employment of the 
workers throughout the free nations of the world. 

(7) Special attention and higher priority for the development 
and utilization of water resources in the water-deficient nations. 

(7) Encouragement of new industries, especially the light in- 
dustries, under private ownership, and the installation of improved 
credit facilities for small private ventures. 

(A) Greater attention to the scientists of the free nations in the 
establishment of scientific exchange alongside of technical exchange. 

(2) Extensive encouragement to private investment as the best 
way to develop economy of operation, and long-range progranis re- 
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garding raw materials both from the standpoint of their availability 
to the United States and to other free nations, and from the stand- 
point of their earning capacity to the producing countries. 

(j) Facilitating the production of products which we need in the 
United States and which, therefore, are excellent earners of foreign 
exchange for producing countries. Examples of this are our technical 
cooperation programs with reference to coffee, cocoa, hemp, and handi- 
craft specialities. 

(4) The specialized use of agricultural surpluses not only through 
the family package plan but also through the greater use of voluntary 
agencies and through the implementation of the section 550 clause. 
Special efforts are being made in this regard to purchase sueh com 
modities as lard, fruit, beef, and cotton, in a manner that would con 
tribute toward internal price stability within the United States. 

Our expanded and systematized relationship to the voluntary 
agencies has been particularly evident in food distribution. 

This relationship has also been demonstrated in the care and re- 
settlement of cng and refugees. Thousands of worthy people have 
been assisted in finding new homes in various nations of the world 
and our country missions, where appropriate, are utilized to facili- 
tate this import: int humanitarian endeavor. 


REQUEST FOR AUTHORIZATION OF PROGRAM 


Mr. Chairman and members of the committee, it is upon this bae . 
ground that the President’s fiscal year 1955 program is presented t 
you with the request for its authorization. 

In essence, the request is that you authorize the President to hold 
steady on this course with its demonstrated success in navigating 
troubled waters and in its evident promise of major results to our own 
country and to other free nations. 

It is the route that will lead toward the best prospects of peace and 
prosperity for ourselves and others. 

The proposed 1955 program represents a decrease of 43 percent 
in new obligational authority compared to that of 2 years ago. 

It is presented on this chart in this way with the various types 
of assistance indicated in the different segments: Defense assistance, 
the direct forces support, the defense support, and then the technical 
cooperation, development assistance, and other 

Senator Funsricur. At that point tell us what the carryover of 
funds authorized 

Mr. Strassen. Yes: in fact, | am going into that in a moment in 
specific terms. 

Senator Futsrienr. All right. 


AMOUNT REQUESTED 


Mr. Srassen. This program is presented now on the basis of a di- 
vision into seven functions. The amounts requested are as follows: 

Mutual defense assistance, which is the hardware, end items, and 
training which has the most direct military aspect, $1,580 million. 

Southeast Asia and the western Pacific and direct forces support, 
$945 million. This covers our effort in Indochina and the Indochina 
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war as well as direct forces support in various countries such as For 
mosa and, to some extent, Turkey. This is to back up the military 
forces in an essential way, but it is not hardware from the United 
States. 

Mutual defense sup port, $223 } million. 

Relief and rehabilitation, w hich i is for Korea, $241 million. 

Development assistanve, $256 million; and here you will observe 
that we are separating out from technical cooperation the development 
assistance items. This includes an important part of the India aid 
program 


DEVELOPMENT AND TECHNICAL ASSISTANCE 


Senator Smiru. I’m not quite clear as to the difference between the 
development assistance and technical cooperation. Is that defined 
somewhere ¢ 

Mr. Strassen. Yes, sir. It is defined in our presentation book in 
volume 1. We presented to each member of the committee these books 
which give in detail, country by country, function by function, the 
whole program. Technical cooperation covers programs for the 
sharing of our knowledge, experience, techniques, and skills with the 
peoples of the less deve loped areas of the world for the purpose of 
helping them to further their economic development and to increase 
their standards of living. As a whole, it does not include the capital 
funds. 

Development assistance does include limited capital funds, and fre 
quently it is very closely linked to technical cooperation. 

You may recall from last year many discussions of our not having 
things that are really economic grants carried under the term “tech- 
nical cooperation,” so we have separated them out this year so you 
can separately evaluate each one in their relationship to each other. 

Senator Fursricur. Isn’t that the type of special assistance that 
we have given to India, for instance, in the last couple of years / 

Mr. Strassen. That is correct. 

Senator Futsrient. To Iran and to Pakistan? 

Mr. Stassen. That is correct. It sometimes has been called special 
economic assistance. It has held various names but frequently was 
included within the technical cooperation requests. 

Senator SparKMAN. In the case of India it was used primarily with 
the support of their 5-year plan, was it not ¢ 

Mr. Strassen. That’s right; that’s right. We have presented to you 
a presentation book which gives the details. 


DEFINITIONS APPLIED TO PROGRAM 


Senator Hickentoorer. Mr. Chairmi, I wonder if you could give 
us the difference between mutual defense support, as set out here, and 
mutual defense assistance and direct forces support; that is, the two 
previous items. There is the amount of $223 million for mutual 
defense support. How does that differ from the other two? 

Mr. Srassen. The differences are these : 

First of all the mutual defense assistance is what might be described 
generally as the hardware shipped directly from the United States or 
produced as a result of a United States contract, such as one for 
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offshore procurement. It is the guns, munitions, the airplanes, and 
the training that is directly related to these end items. 

In the direct forces support, the largest item is our backup of the 
{ndochina war, in which we pay a substantial part of the bill for the 
expenses of conducting that war. 


MUTUAL DEXENSE SUPPORT 


Senator HicKen Looper. You didn’t say anything about mutual de- 
fense support. 

Mr. Srassen. Mutual defense support is the economic aid that is 
granted for a military reason directly. For example, we'll take For- 
mosa: Formosa contd not maintain a livable economy unless we put 
in some economic aid, in view of the very substantial armed forces on 
Formosa. 

We will take Turkey: Turkey, as it progresses, could not maintain 
its large armed forces and have a sound economy unless we put some 
economic grants directly behind those forces in the form of com- 
modities required for her economy. When we say, “mutual defense 
support,” we mean that these dollars which go to economic purposes 
are directly to back up an armed force that the United States feels 
in its security interests should be established and maintained. In 
contrast, for example, the development assistance, such as in India, 
is not to back up an armed force but has to stand on a different ground. 
Development assistance is not to back up economically an armed force 
but to make an economic contribution toward other objectives, either 
development progress or political stability or other items of that type. 

Senator SparkMan. Would the contract to build planes in Britain 
be of the de *fense sup port type ? 

Mr. Srassen. If it were a contract to help the Royal Air Force, it 
would be direct forces support. If it were a contract for them to 
build some planes to furnish to other NATO countries, it would come 
into the hardware classification, in which we either buy hardware 
within the United States or some other country for a NATO force. 

But, for example, the $75 million followthrough on backing up the 
RAF is direct forces support for the United Kingdom. 

In addition to the material in these books, we have re: ady for the 
committee in executive session or for the analysis of the st: iff compre 
hensive classified information covering other details, including in 
formation on the number of tanks and guns and airplanes planned in 
each of these countries around the world. 


HOW THE PROGRAM IS FORMULATED 


Now, in making this reduced request, I come, Senator Fulbright, to 
your question—I wish, at the same time, to make clear to you that we 
do have the necessar y carryover in obligational authority which makes 
it possible for us to carry out the assigned mission of this program 
adequately even though the present requests have been sharply re 
duced from those of a year ago. 

Perhaps a brief f description of the method of operation would be 
constructive. We do not make any firm commitments to any country 
until we have the obligational authority passed by an appropriate act 
of Congress to cover such commitment. 
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COMMITMENT PROCEDURES 


The way we operate now, we do not make any firm commitments to 
any country until we have the appropriation act. Then, after such 
obligational authority is obtained, we program with other countries 
for the attainment of our mutual objective, technical advance, or eco- 
nomic strength, or military capacity, or a combination of 2 or 3 of 
these as the case may be. Our firm programing with other countries 
always includes the safeguarding statement of contingencies which 
might require a modification of the program. 

On the basis of such a firm program, the government of the other 
country and our own administration then proceed with the implemen- 
tation. Usually and inevitably a substantial period of time is in- 
volved from the date of establishment of a firm program until its 
accomplishment. Implementing actions in both governments usually 
involve establishment of facilities for recruitment and training of 
personnel, production and delivery of equipment; adjustment to col- 
lective arrangements with other countries; revision to meet changed 
conditions; the issuance of procurement authorizations; the letting 
of contracts: the scheduling of United States deliveries and other 
arrangements to carry out firm programs. These are but some of 
the many factors which require time before the accomplishment of 
the specific objective and the intent of Congress can be fulfilled. 


ANNUAL ACTIVITIES OF ORGANIZATION 


Thus we have underway each year within our organization and 
within the administration, these fairly distinct interrelated activities : 

1. The preparation of proposed future programs and plans for the 
consideration of the Congress. 

2. The establishment of firm programs with other nations designed 
to carry out the specific objectives represented by programs which 
have been approved by Congress. 

3. The consumption of such firm programs previously made through 
the contracting for delivery of equipment, the paying of technicians, 
the shipping of commodities, the paying of other expenses, and the 
formulation of an annual spending estimate to cover these consum- 
mations. 

FISCAL 1954 TOTAL OBLIGATIONAL AUTHORITY 


Thus on a worldwide basis, when the first session of this Congress 
was concluded in August 1953, there was a total of obligational author- 
ity attained through the appropriation process of $6.8 billion repre- 
senting $2.1 billion carried over from previous fiscal years, and $4.7 
billion new obligational authority. Of the total obligational author- 
ity, 64 percent is now programed for military, 32 percent for economic, 
2 percent for technical cooperation, and 2 percent for multilateral 
and other. 

Senator Gittetre. Mr. Chairman, may I ask a question right there? 

Mr. Srassen. Yes. 

Senator Gittetre. That total obligational authority that you have 
just recited, does that envision this present request ? 
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ee Srassen. No, sir; that is the beginning of this last fiscal year, 

, August of last year. 

" Senator Giutetre. Not taking into consideration what you are 
requesting now ¢ 

Mr. Srassen. No; that is right. 

Senator Griterre. Thank you. 

Mr. Srassen. Of this total amount of obligational authority, plus 
$8 billion of unexpended obligations carried ‘forward from previous 
authorizations, it was estimated in our program review that $5.5 
billion would need to be spent during fiscal 1954, and arrangements 
were made in the Treasury in its fiscal planning for the money to cover 
this $5.5 billion in fiscal 1954. The difference between this $5.5 billion 
of anticipated expenditure and the $14.8 billion of total ea 
authority was not represented by money on hand and was not set apart 
in the Treasury to the credit of the President’s foreign operations 
program. 

During the fiscal year, by conservative management of the program, 
it is now clear that’ we will hold the total expenditures of money for 
this fiscal year 1954 to $5 billion for all purposes. Therefore, when 
the fiscal year ends there will be within the Treasury unexpended 
money which had been planned to be expended for foreign operations 
approximately $500 million. 

There will also be unexpended obligational authority remaining to 
cover programs with other countries to the extent of $9.8 billion or a 
reduction of the amount available at the beginning of this fiscal year 
of $300 million. 

Of this total of $9.8 billion of unexpended obligational authority 
remaining, $9.7 billion will represent firm programs worked out in 
cooperation with the other friendly countries around the world and on 
which their government and ours have been jointly moving toward 
ultimate consummation of specific objectives. Of this total of $9.8 
billion of unexpended obligational authority, including $9.7 billion of 
firm programs, approximately $7.2 billion will represent signed con- 
tracts of procurement, ests ablished agreements for payment, joint con- 
tracts for services, and other normal type domestically enforceable 
legal obligations. 


SUMMARY OF ANTICIPATED PROGRAM 


Thus in summary, the sharply-reduced request for new obligational 
authority if carried through to the appropriation process of this Con- 
gress, will result in a total obligational authority to establish firm 
programs of $1.8 billion less than that which was established by the 
last session of this Congress, or $3.5 billion in total. 

It is further anticipated that during the next fiscal year, the rate 
of expenditure of money will be approximately the same but perhaps 
a litle less than in the current fiscal year. Thus in all facets of this 
program from every type of analysis, there will be a decreased total of 
firm programs with other countries, a decrease in total obligational 
authority, a decrease in new obligational authority requested, and a 
decrease in cash expenditure. 

But, nevertheless, because of accumulated suecess of the program 
through the years, barring major and unexpected and adverse events 
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which would upset all of our calculations, the objectives of the United 
States will be realized insofar as availability of funds and authority 
make it possible. 


TURKEY AS ILLUSTRATION OF WORLD PROGRAM 


Because the method of conduct of this unusual and unprecedented 
worldwide program has been the subject of misunderstanding, with 
your permission I will take the last 2 minutes to relate these large 
worldwide totals to one specific country situation. 

When the Prime Minister of Turkey recently visited us, we had an 
intensive review of the Turkish program. I should like to take the 
specifics in regard to Turkey in order to illustrate the world situation. 
I would immediate ‘ly say, however, that our results in Turkey are far 
above average on a wor idwide basis. 

First of all, to give some indication of the lead time involved in 
establishing a firm program and attaining results, may I comment 
that the jet air force now in being in Turkey had its inception + years 
ago as a part of the appropri: tions of that year by the Congress. On 
the basis of that appropriation in 1950, the first firm programing for 
a jet air force was initiated with Turkey, but the expenditure au- 
thorized by the 1950 appropriation was not completed until this fiscal 
year. 

In the detailed books which you have before you, you will notice the 
section on Turkey. 

I do not know whether you have your books here before you, but 
the detail will be there, and you san review it, if you wish, 

You will notice that there are various amounts of unliquidated obli- 
gational authority representing the firm programs that have been 
made with Turkey in accordance with the previous actions of 
Congress. These totals for Turkey are a part of the worldwide total 
of unliquidated obligational authority of $7.2 billion. You will note 
that the firm program consists of guns, planes, ships, commodities, and 
services. 

FUTURE PLANS FOR TURKEY 


During his visit here, Prime Minister Menderes discussed thor- 
oughly the plans of his Government for the further modernization, 
and training, and equipment of his armed forces within the NATO 
force goals and analyzed with us the equipment needed and the 
economic burdens involved. It is our intention, in accordance with 
those plans of the Government of Turkey, to accelerate the delivery 
of the arms and equipment reflected in the material before you and 
already funded, and to carry forward our economic assistance pro- 
gram. At the same time, we are requesting of this Congress further 
amounts of new obligational authority so that we can mi ake firm pro- 
grams with Turkey for the continuation of her military strength and 
for the maintenance and growth of her economy, looking forward to a 
substantially self- supporting basis within 4 years. 


SUMMARY OF REQUEST 


Mr. Chairman, our discussions with the Prime Minister of Turkey 
of future programing was carried on in a preliminary way and sub- 
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ect to the actions of Congress. It is necessary for the initiation of 
the measures within this Government and for the future planning 
within our Government that firm programs subject only to unfore- 
seeable contingencies for fiscal 1955 should be made. These firm pro- 
grams can only be made under our present policies after the new 
obligational authority is voted by the Congress. Thus as a part of 
the $3.4 billion of new obligational outhority which we now request 
of you, the authority for the firm programing to carry forward with 
Turkey is involved. 

At the same time may I emphasize to you that the voting of the 
obligational authority by the Congress through the appropriation 
process does not mean that we will actually spend the money at a 
future time unless it is clear that we need to do so to implement the 
basic policies of the United States Government. The best proof I can 
present of that is the actual record of our conduct of this program 
during this past year. We have spent less than the Congress has 
authorized us to spend. We have spent less than the Treasury had set 
aside for us to spend. We have attained worldwide results more 
favorable than anticipated. If, by your action, you make it clearly 
possible for the President promptly to meet the urgent needs that 
arise around the world, and if you make it possible for us firmly to 
program with friendly countries for effective future results, and if 
you make it possible for us to carry out thoroughly our existing firm 
programs—provided, of course, the other countries carry out their 
part of the program—then indeed will you be practicing economy in 
its best sense. It will be economy that will best serve the future in 
terests of the people of the U nited States and of all mankind. 

Thank you, Mr. Chairman. 

Senator SMirH. Mr. Stassen, we greatly appreciate your fine ex 
position of your program. I would like to al you several questions 
about the picture, which is a very optimistic and favorable one. 


PROGRESS—-THE REASONS FOR REDUCED EXPENDITURES IN PAST YEAR 


I am not quite clear how you can do all these things during the 
past year without the expenditure of a larger amount. of balances. 
You still have enormous unobligated bals ances, and I am still confused 
about that. 

Mr. Srassen. One of the main reasons has been the very excellent 
results in Europe which I think is an accumulation of results in the 
programs over the period of years. I think the passage of time has 
shown that we placed our money in the right way during the last 
fiscal year. 

Development in Europe has been very remarkable. Here, for ex- 
ample, is a chart showing European industrial production. You will 
notice here that there was a rather st: vgnant production situation in 
Europe between 1951 and 1952, and 1953 began on the same basis. 

In our initial actions with the European governments, you will 

recall the trip I made with the Secretary of State in Febr uary 1953, in 
which we encouraged the kind of moves of confidence and toward 
expansion of produe tion that we felt were essential to Europe’s earry- 
ing a better part of the defense load. We put money behind the Euro- 
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pean currencies very promptly at that time because that was the thing 
that tended to drag down European confidence. 

You will see that Europe has come forward and maintained through 
1953 a consistent record of the best production since the war, and has 
started 1954 and on a very strong basis. This strength, in turn, has 
helped the United States economy through its readjustment, because 
it helped hold the world material prices, and it helped a steady export 
business from the United States. Because of this strength, Europe has 
been able to attain even with a reduced amount of aid, a sharp impréve- 
ment in the gold and dollar reserves behind the European currencies. 
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If any of you watched the trend or traveled in Europe, you will see 
these currencies have been much stronger than they have been. Gol 
and dollars are up now to a postwar high of $9.4 billion for European 
NATO countries and Germany. As that occurred, we decreased our 
spending, because we felt that that was the conservative way to do it— 
to spend enough to see that the defense program went forward in 
Kurope, and their economies went forward, but not to spend when we 
saw them on their way. 

For example, last year Congress authorized us to give, in an illus 
trative way, $20 million for Austria, Austria came ahead fast enough 
so we did not spend any of that $20 million in Austria. We have fol- 
lowed that kind of conservative policies everywhere. 

I would say that the improvement in Europe is the main reason why 
we have spent less mee the Treasury had set aside for us to spend 
during the fiscal ye 

Senator Smrru. But you must have some authorizations and appro- 
priation.~ “vailable if you have not spent that, must you not? 


UNOBLIGATED BALANCES 


The question has been raised especially as to whether we have enough 
unobligated balances during this coming year, without increasing our 
authorizations. I realize the danger of that psychology in that it does 
not look good and might have some effect on those countries’ morale. 
But we are discussing now just the sheer dollars and cents proposition. 

Mr. Srassen. Well, you see this does make it possible to have this 
new request sharply reduced, as indicated; but it does not make it 
possible to stop the forward motion of the program, because if you 
do that, you might lose some of the cumulative advantage that you 
have from these years of the program. If we are to follow the process 
that we will not make a firm commitment with other countries until 
the Congress has given us obligational authority, then clearly, you 
need the forward-going obligational authority for new firm programs 
and the futare requirements in these countr ies. 

Senator Smiru. So you are asking for $3.4 billion ? 

Mr. Srassen. That is right. 

Senator Smiru. This year. 

Mr. Strassen. And all of that represents what we feel are firm pro- 
grams that ought to be made with other countries, and requirements 
that have been screened in the military side by the United States mili- 
tary advisory groups. 

Now, I should emphasize that a large part of that $3.4 billion would 
be delivered and paid out of the Treasury 2 and 3 or 4 years from now, 
because that is the lead time that is involved in this kind of program. 


ESTIMATED BALANCE FOR FISCAL YEAR 1954 


Senator Smiru. What is your best estimate as to the amount of the 
unobligated funds as of June 30, 1954? Obviously, you are spending 
much more rapidly or you will spend much more rapidly in the balance 
of fiscal 1954. 

Mr. Strassen. Yes. 
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Well, I think that it is clear that the unobligated balance in the 
sense of no contracts having been made for deliveries and things of 
that kind, will be in excess of $1.7 billion, and may well be up in the 
neighborhood of $2.6 billion or more. 


MECHANICS OF PROGRAM 


Senator SmirnH. That does not affect your conclusion that this $3.4 
billion is what you have estimated we should authorize? 

Mr. Strassen. No, it is one of the reasons why we are coming in for 
a much lower amount, but it is not a reason, as 1 would see it, for not 
needing what is here. In other words, the money not legally com- 
mitted is represented by a firm program with other countries, even 
though you have not reached the stage of letting the contract. 

Now, let us say that, suppose we were to start with country X, to 
set up a jet air force, as we did with Turkey 4 years ago. We would 
not start that program with country X until the Congress had set up 
the authority to do it. Then as we projected the kind of plane they 
should have, and they began to establish a command for that purpose, 
and training camps and so forth, it actually might be 18 months be- 
fore you contract with any manufacturer to build any planes for that 
country. They are not going to be ready to receive jet planes for 3 or 
} years, so you would not contract right now to have the planes built ; 
you might have a little different or better model, or you would have a 
storage problem if you build them too fast. So you have to phase 
them out—you have to phase out the whole thing from the standpoint 
of the time they need the planes and, therefore, when and where you 
make a legal contract for them. 

So, in a situation—we will just say you have set up $100 million 
for us to put in a jet air force in country X. Well, the chances are 
that by the end of this fiscal year we will not have legally obligated 
within the United States more than five or six million of that. We 
might legally obligate another $50 million of it in the next fiscal year. 

We probably would not obligate it all until the third fiscal year, 
and we would not spend it all until 5 years even under favorable cir- 
cumstances. That is the way this program works, because of the com- 
plexities of working with so many governments and such great dis- 
tances around the work l, and a les ad 1 time that has no relationship to 
the normal understanding of Congress of domestic lead time. That 
is always one of our problems of understanding between Congress and 
the executive branch in the way the program moves. 


ANTICIPATED TERMINATION OF PROGRAM 


Senator Smiru. That brings up the question of termination of the 
program. I am a little bit confused on the termination of the pro- 
gram because last year we virtually said that this whole matter would 
be terminated on June 30, 1954, and it was not to be extended to any 
later date. 

Are you asking for an extension now? Under what theory do you 
contemplate our ‘future activities? 

Mr. Srassen. The administration is requesting an extension for 1 
year. In other words, we feel that it is Congress’ wish, and that there 
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is a basis for it, that you have a complete review each year as to how 
you move from that point on, so that the administration’s request 
now is simply that you at this time authorize that it be moved forward 
for another year. 

Senator Smirn. We have had some resistance, as you know, to the 
idea of continuing it after this year. That has been the thought of 
some of the members of our committee and on the floor. It was the 
last year when we said June 30, 1954, and now you are asking definitely 
for an extension to June 30, 1955. That is a very important point. 

Mr. Strassen. That is right. 

Senator Smirn. And for $3.4 billion ? 

Mr. Strassen. That is right. 


TEMPORARY LEGISLATION TO CARRY PROGRAM 


Senator Smrru. That would probably mean that you would need 
some sort of legislation between now and June 30, or will your opera- 
tions go along under the authorizations that have not been fulfilled 
yet in case we do not act definitely to extend the program ? 

Mr. Srassen. I think the usual method is what they call the “> 
proposition. In other words, you are authorized to go on for another 
month on a one-twelfth basis if you have not reached the substantive 
legisl: ation by the 30th. 

Senator Smirn. Y on feel that we will be called upon to pass some 
tempor ary legislation ? 

Mr. Srassen. Yes, Mr. Chairman. 

Senator Smirn. You would want us to clean up the thing pretty 
well before we adjourn at the end of July ¢ 

Mr. Srassen. I think usually, by unanimous consent, you put 
through what they call a one-twelfth provision, a continuing resolu- 
tion ona ont-turdltth basis for 1 month. 


ADMINISTRATION OF PROGRAM 


Senator Smrru. There is a question here, Governor, about the ad- 
ministration of the program. The Department of State seems to 
have a policy of limiting itself to policy-determining questions and 
not to operating questions, and FOA has been taking over the oper- 
ating end of this program. 

Has that worked out satisfactorily this year so that you feel you 
could recommend a continuance of the way you have h: indled it? 

Mr. Srassen. As I understand it, it is the view of both the Presi- 
dent and the Secretary of State that it is working out satisfactorily, 
and it should be continued in this manner. 

Senator Smrru. To sum up my questions, irrespective of our un- 
obligated balances, your program calls for an extension of 1 year, 
the agency being operated substantially as it was run this fiscal year ¢ 

Mr. Srassen. That is right. 

Senator Smrru. And you are asking for $3.4 billion ? 

Mr. Srassen. That is right. 

Senator Smrru. I have some further questions here, but I will 
give my colleagues a chance to ask questions. 

Senator Hickenlooper, I will pass to you. 

















Ww 
ast 


rd 


he 
of 


16 


onto 





pth ee 


i Acca 


MUTUAL SECURITY ACT OF 1954 67 


Senator HickeN Looper. I am concerned with a question which you 
have just asked Governor Stassen. Every year we have had the tacit 
understanding that except for military assistance, the program was 
going to end the followi ing year. 


JUSTIFICATION OF ECONOMIC ASSISTANCE 


I am concerned about these various categories outside of direct 
defense assistance. I have no particular quarrel at this moment with 
items of direct defense assistance, but are these items of economic 
assistance justified by the fact that the economy of the country will 
develop and warrant the placing of the money in these develop- 
mental projects? 

Mr. Strassen. They are justified on the basis that the interests of 
the United States from the standpoint of its foreign policy will be 
best served by granting this type of assistance in grant or loan, as 
the case may be, to these countries. 

Now, for example, one of the other items is the matter of rebuilding 
the Republic of Korea. We feel that it is in the security interests, 
the foreign policy interests, of the United States that we go forward 
with the rebuilding of the Republic of Korea. 

Senator HickeN.oorrer. Well, it is a matter of war destruction 
that enters into the justification there, too. 

Mr. Srassen. That is right. 


PROGRAM FOR INDIA 


Take India as another of the large ones. 

Senator HickenLoorer. Yes. 

Mr. Srassen. We are proposing in total in this program of eco- 
nomic development and technical cooperation $104 million for India. 

Senator HICKENL OoOPER. Yes. 

Mr. Srassen. India is, as you know, the most populous democracy 
in the world. As the Secret: ary of State indicated the other day be- 
fore you, we have foreign policy differences with them, but it seems 
clear that it is in the United States interest that India be successful 
in her 5-year plan, that she have an improving standard of living 
for her people, and a stable free government. And that it not fall 
into the chaotic conditions that could lead to Communist domina- 
tion of that country. 

Senator Hickentoorer. It is my impression that they are not mov- 
ing away from communism very fast in India. Will you say these 
$100 million that we put in India is worthwhile money from the 
standpoint of the economic development of the country ? 

Mr. Srassen. Very much so. 


ECONOMIC POTENTIAL OF INDIA 


Senator Hicken.Loorer. Good will is not the only important thing; 
I have not seen that materialized very much in these countries. Is 
the potential of India—the economy and the industry—such that it 
justifies the putting in $100 million in technical and economic 


assistance ? 
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Mr. Srassen. I believe that it does, Senator. I think there are 
evidences of economic progress in India today that are really quite 
remarkable. 

LOANS VERSUS GRANTS 


Senator HickenLoorer. That comes to my next question which ap- 
plies to all of these countries in similar circumstances. If their eco- 
nomic potential is such that it justifies an investment at this time, 
why can’t they pay for it over the long run. Why do we have to 
donate it? It would seem to me the investment in development opera- 
tions should be paid for out of the increased economic developments 
that will occur. Why do we not loan them the money on the easiest 
possible terms—let us say, substantially deferred periods of payment 
on pees ipal—at probably a very low-interest. rate ? 

Mr. Srassen. We are moving toward more loans and less grants, 
inclading the matter of loaning for repayment in local currencies be- 
cause as you are aware, there are two problems in a repayment. One 
is whether you have the internal finances to do it, and the second is 
whether you have the international exchange or the balance of pay- 
ment to be able to make payment on the loan. It is our view that if 
it cannot in fact be repaid, that it is not wise foreign policy to set it 
up as a loan when really a grant is needed, because under those cir- 
cumstances a loan loses both itself and the friend. 

Senator Hickenvoorer. I will suggest that gifts do the same thing; 
the givers lose the gifts and also the friend who receives. I think that 
has been very well established in recent years. 

Mr. Srassen. Under some circumstances, but under others; but 
the allied war debt approach after World War I think most of 
those who analyze it in restrospect agree—was a disloc ‘ating and un- 
favorable economic and foreign policy factor, and was one of the 
things that set in these chain reactions that ultimately led to the worst 
depression in our history and to the background for World War II. 
So the matter of when to make a loan and when to make a grant must 
be very carefully analyzed in each situation; but I would agree with 
your basic premise that we should move more to loans and less to 
grants. 

Senator Hickenwoorer. I think that philosophy is sound, and ever 
since 1948 and 1949 we have moved more to loans and less to grants, 
but yet we keep right on giving this money in the shape of gr ants. 

Mr. Srassen. W ell, Senator, may I point out that we have granted 
to Europe this past year less money than you had authorized us to do. 
We have loaned to Europe $100 million for the coal and steel com- 
munity, which we believe will be a good loan; this will be repaid with 
interest at 3% percent. That is some affirmative evidence that we 
have administratively been moving in the direction in which you 
advocate. We feel that we are moving that way as rapidly as it is 
sound for the United States own foreign policy to move. 


REPAYING LOANS 


Senator HickenLoorer. I am not advocating what you would call 
a bankable loan which has an immediate presumed due date or one 
which is assured of being repaid. But if the economy of a country 
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is worthy of development, I see no reason why that country should 
not assume the technical development costs as an obligation. At a 
later date, when their economy begins to develop, they should certainly 
pay back the costs of the technical advice and the assistance we put in 
there. I cannot justify too much approaching the American taxpayer 
and asking him to put up the money for these things which will in- 
crease substantially the material wealth of these countries. I am not 
talking about the direct military assistance and certain items that may 
have to go along with it. 

Mr. Srassen. I recognize the merit of your viewpoint, Senator. 
There are two answers to your comment; first, the situation is somewhat 
as if you had an individual who had been, we will say, a heavy 
machinery operator, and he lost a leg, and he was in a hospital. You 
might deduce that from his skill and his ability you could train him 
as a tool and die worker, and he could be more productive than he 
ever was before, and that when once so trained that he could be self- 
supporting and a good member of the community. You then might 
decide that you would provide for him a vocational education to train 
him as a tool and die worker, and you might even provide an artificial 
limb for him. It can be argued that when that man becomes a tool 
and die worker and a very high earner, that he could afford to pay 
back the cost of the artificial limb and costs of the vocational educa- 
tion, but, on the other hand, it may well be that it would be better 
publie policy to say when he becomes a tool and die maker, if he is 
then no longer a charge upon the community and can use his then 
earnings for his future participation in the economy, that that would 
be wiser community policy. Lihewien, from the standpoint of the 
United States foreign policy in relationship to these nations which, 
for one reason or another, are not today self-supporting and are not 
able to move in this postwar situation in the way we want to see them 
move as stable members of a world community. It does appear that 
it is a wise expenditure of a moderate amount of United States funds 
for this purpose. 

Now, I grant that the $131 million for the world technical coopera- 
tion program is substantial money but, at the same time, it is also im- 
portant to realize that it amounts to just about 10 cents a month for 
each adult in the United States, and that investment per month in 
the development of the education, the skills, the self-supporting 
ability of these countries around the world appears to me to be a wise 
investment on a grant basis of United States funds for technical 
cooperation. 

Senator Hicken.oorrr. Well, I have been in some countries in the 
world where a program is going on, and most of these have very sub 
stantial resources. Some of them, fortunately, have as much natural 
resource potential as we had in the United States when we started 
out here. I am aware that our industry and our agriculture in this 
country was built in substantial degree by foreign capital, but we paid 
back every dollar of it, and we retained our pride in our development. 

It has been my impression that we have not gained any friendship in 
quite a number of countries by donations. There is no sense of obliga- 
tion on their part; it is just a handout from a bountiful country that 
is far away. They do not assume an obligation under which they can 
say, well, we have done this over a period of years, we have paid for it. 
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PHILOSOPHY OF SELF-RESPONSIBILITY 


I do not know, it is a very difficult problem. I feel that we have 
not attempted to set up the philosophy of self-responsibility in these 
countries as much as we should. 

Mr. Strassen. We have attempted to set up that self-responsibility 
and the self-help principle, and we have stressed it constantly and, 
Senator, if the sum total results were to be that you maintain the 
cohesion of the nations of the free world in an expanding economic 
strength and defense capability to such a degree that you prevent 
the outbreak of a third world war, and to such a degree that you pre- 
vent the recurrence of the kind of economic depression that we suffered 
in the 1930’s at a time when we did turn our back to the rest of the 
world, then I would think that every dollar would be well worth the 
expenditure from the direct interest point of view of the United 
States. 

Senator HickEN.Loorer. I assure you, Governor, if I had any rea- 
sonable thought that we could reach those goals and have those 
assurances, I would vote for a lot more money than is now in this bill. 

Mr. Stassen. Well, does it not appear that we are moving toward 
them? I mean, that is the point; we are building strength and we are 
coming through this current economic adjustment. While it is not 
completed, we appear to be coming through it better than we have 
through any previous economic adjustment, and I think one of the 
reasons is the economic strength of the other free nations that we 
helped to build. 

Senator Hickentoorer. That may be true. 


REASONS FOR INCREASED OBLIGATIONS 


I notice that in the first section of the study chart here, volume 1— 
it is the second page—that from July 1, 1953, to January 31, 1954— 
that is, 7 months—you were able to obligate about $782 million. Let 
me see, yes, that is about $90 million per month, 

The proposed or estimated obligations from February 1, 1954, to 
June 30, 1954, or 5 months, you estimate that you will obligate $4,374 
million or maybe close to $900 million a month. That is a step-up of 
10 times as many obligations per month for the last half of the fiscal 
year as for the first half. 

What will be the reasons for that great expansion? 

Mr. Strassen. In the first place, the fiscal year was a month and a 
half gone before Congress had completed its action last year, so that 
we could not, of course, move prior to that. 

Then, as I indicated, after you passed the obligational authority, 
we then moved to make firm programs with other countries, and that 
takes some space of time. Then, as the firm programs are shaped up, 
we put into the procurement process that part of the materials that 
should be procured in the immediate fiscal year. Thus the tendency 
then is, by the natural process, that the contracts and the commit- 
ments, of a legal nature are heavier in the latter part of the fiscal year 
than they are in the first part. 

Senator HickenLoorer. Does that mean that the equipment for the 
first 6 months of fiscal 1955 will be at a comparable rate to $900 million 
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, month? Will the rate for the next 6 months be comparable to the 
last 5 months? 

Mr. Srassen. I think they might be somewhat higher because of 
the cumulative obligational authority and the firm programs from 
previous years that are being fulfilled; but I would not want to 
attempt to predict it, since, in large measure, it would be the defense 
obligations that would amount to the largest amount of money. 


AMENDMENTS 'T9 BILL 


Senator Futsricur. I would like to ask, Mr. Chairman, is it in 
order to offer an amendment to this bill at this time ¢ 

Senator Smiru. I suppose you can offer an amendment any time 
you want to do it, but we do not have a bill yet. 

Senator Fusrieur. Is it proper to suggest that a bill should be 
brought before the committee so that we would have a basis upon 
which to offer possible amendments? Is that out of order to make 
that suggestion ¢ 

Senator Smiru. The suggestion is in order, and I think we have 
a bill. It is being worked on now, as I understand, with the House, 
so we are working in the same direction. 


TURKISH AIR FORCE AID 


Senator Futsricut. With regard to the movie, is the responsibility 
for the equipment of the Turkish Air Force your responsibility or 
the Air Force’s responsibility ¢ 

Mr. Strassen. The Air Force, through the Department of Defense; 
that is a military assistance advisory group, was formed which has 
an Army-Navy-Air component. The funds, though, come through 
this program, the funds go for the training, equipment, and so forth. 

Senator Fuutsricur. Is that for the training as well as the procure- 
ment of the planes? 

Mr. Strassen. That is right. 

Senator Futsrient. From this program? 

Mr. Strassen. That is right. 

Senator Futsricut. Who pays for the expenses of the military 
mission which we maintain in Turkey? 

Mr. Srassen. This program. 

Senator Futsricur. Has that been true from the beginning? 

Mr. Srassen. Yes. 

Senator Fu.sricut. The rather extensive system of roads in Tur- 
key, is that paid for from this program ? 

Mr. Strassen. The United States part of it is paid for from this 
program. 

Senator Fursricur. Is there a military program apart from this 
program in Turkey? [ Deleted. | 

Mr. Strassen. I believe that there is an air base. We can check on 
that for the Senator. [ Deleted. | 

Senator Futsricnt. I think many of us are a little confused be- 
cause the predecessor of this program was originally an economic 
assistance program. Now it has become, at least in the case of Tur- 
key, primarily military, has it not? 

Mr. Srassen. That is correct. 
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FOOD SITUATION IN INDIA AND COMMUNIST CHINA 


Senator Futsricur. What evidence do you have of the statement 
in your remarks that the people of India are better fed and the people 
of Communist China are more hungry? What evidence do you have 
of that statement ? 

Mr. Srassen. The India facts, I believe, we have in a chart, which 
shows a remarkable increase in India’s food production during this 
last year. With this increase there has also been an improved dis- 
tribution of food in India, which shows up on analysis. 

I mean, when the Food and Agriculture Organization makes an 
analysis or when the World Health Organization makes an analysis, 
you get many corroborations of this fact that the people of India are 
better fed than they have been; as for Communist China, the best intel- 
ligence information, indicates extreme hunger and a lower level of 
consumption than had existed a few years back. 

Senator Futsricur. 1 would be interested in that latter part. I 
have never seen any evidence to support that question. That is one 
of the main questions, I think, of great importance in this whole matter 
as to whether or not India, with our assistance, is making greater 
progress than China with the Russian assistance, is it not? 

Mr. Srassen. That is right. I do not believe that the Government 
of China has denied that fact. In other words, you find them trying 
to force greater results inside China on the basis of the dire need rather 
than any claim that they are in any better shape. There have been 
many reports that have come out rather publicly from the Government 
of China of extreme food needs in areas of China. 

If the Senator would be interested, I would be pleased to furnish 
to the committee a confidential intelligence analysis of the food situa- 
tion in China. 

Senator Fu.srieHr. Yes. 

Senator Smrru. I think that is very valuable. 

Senator Futsrient. I think it is a matter of great interest to know 
where we are in this struggle, because I have never seen very good 
evidence about the situation. Most people who make statements about 
it usually qualify them very greatly when pinned down as to just 
how they know that. I sympathize with you that it is very difficult 
to get information, but if you have any and could present it later to 
the committe, I know I would be interested in it. 

Mr. Srassen. I will present it on a classified basis. 

(Classified information was subsequently furnished. ) 

Senator Futsrient. Yes. 


JOINT RELATIONSHIP WITH COLLEGES 


On page 8, leading into a subject which is of great interest to me, 
in section C, you say “(1) among the guide lines”’—you say—‘ex- 
panded utilization of universities and colleges of America especially 
in joint relationship with universities and colleges of less developed 
countries.” 

Just what is that guide line, a little more specifically ? 

Mr. Srassen. We are developing 3-year contracts with leading 
American universities, particularly the land-grant schools, with uni- 
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versities and colleges in these less developed countries under which 
they assist in the establishment of the educational processes, the 
teaching, the extension services, in the less developed countries. 

We are trying to translate into the less developed countries some- 
what the process that took place in our own national development 
through the land-grant colleges and the extension services. 

The University of Oklahoma, for example, is developing an agri- 
cultural school in Ethiopia and, as a matter of fact, the Emperor of 
Ethiopia is going to make a stop at the University of Oklahoma to 
thank them for the work they are doing in that country. 

Cornell is doing a fine piece of work in the Philippines at Los 
Banos. 

The University of Michigan also is in the Philippines. We have at 
the present time, I believe, 35 completed contracts, and in negotiation 
about 50 or 51 more. 


ADVANTAGES OF EDUCATION PROGRAM 


There are these advantages, too, Senator, in that we find that the 
university, being able to send out its personnel, we will say, on a 2-year 
tour of duty, they automatically return to the faculty and they have 
the backup of the institution while they are in the foreign country, 
and you begin to get visits between the faculty and students of the 
other country with ‘the American university and you build up a depth 
and a people-to- people warmth of relationship that gets greater re- 
sults the in the direct hiring of governmental technicians to send in to 
try to do the same job. 

‘Part of it has some of the basic psychology and concept that was 
involved in a series of scholarships which, if I am not mistaken, 
have become known as the Fulbright scholarships. 


SMITH-MUNDT ACT APPROPRIATIONS 


Senator Futsricur. By way of background, I expect you are 
familiar with a statement made by the House Committee on Appro- 
priations when it recently recommended and put through a cut of 
some eighty-odd percent in the House of the Smith-Mundt funds. 
There is a $7,500,000 program under the authority of the Smith- 
Mundt Act. That was cut by the House from 714 million to 114 mil- 
lion. 

On page 51 of this draft of ideas to be considered here, section 609 
of N says this. Under “definition” it says: 

The term “technical cooperation programs” does not include such activities 
authorized by the United States Information and Educational Act of 1948 (62 
Stat. 6)— 
which, if my memory serves me correctly, is the Smith-Mundt Act. 

The House committee said in effect that-the exchange program car- 
ried on by the FOA makes the Smith-Mundt Act unnecessary. 

I want to make it clear that I do not object to your carrying on this 
program if it is in addition to others because I think we are doing 
much too little in this whole overall program. But you can see it puts 
the Smith-Mundt people, the established, authorized program in a 
very difficult position. You understand what our position is? 
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Mr. Srassen. Yes. Senator, 1 could not give stronger support to 
the Smith-Mundt and the Fulbright program than I do. I think it 
has been one of the most important programs our country has carried 
on overseas. I think it ought to be expanded rather than curtailed. 

Senator Futerienr. I do too, but you see the unfortunate result. 
Therefore, 1 have a series of questions that 1 feel are necessary to 
be answered for the record in order that I may protect as best I can 
the Smith-Mundt exchange program in the anticipated debate, which 
will come on the appropriation and conference. I say Smith-Mundt 
(ct because actually and technically these foreign currencies author- 
ized under Public Law 584 under the action of the House were not cut. 
However, I recognize that the Smith-Mundt Act cut in dollar support 
has the effect of very severely limiting, and in the long run destroying, 
the program I sponsored too, because they are a part of the whole. 

So I want to develop a few questions about this, if I may, with your 
permission. I think it is a very important part of this program. 


MIXING MILITARY AND EDUCATIONAL PROGRAMS 


I often feel that mixing up military affairs with this program tends 
to overshadow what I believe is the far more important long-term 
aspect of the program. Iam afraid that one of the reasons why we are 
not making the progress we should be making in Asia and in Europe 
is because they believe we are incapable of appreciating anything 
except military affairs. I know you do not believe that; I do not think 
you wish to promote that, but I think it is true. 

For example, in an exchange a moment ago that took place with 
regard to friendship, I do not regard this program as a program 
designed to inspire friendship. It is designed to promote stability 
and strength on the part of the other countries. I think it is quite 
immaterial that they have gratitude for us, quite immaterial. I have 
not the slightest interest in whether or not they have a deep feeling 
of gratitude. What I am interested in is whether they are strong, 
virile, able to help themselves and help defend us. 


DETAILED RECORDS OF EXCHANGE PROGRAM 


With that background, I want to ask you a few questions about this 
particular matter, because I know we are going to have trouble over 
the continuation of the educational and cultural exchanges. 

First, how many people did the FOA exchange last year, fiscal year 
1953, for example ? 

Mr. Strassen. My recollection is that approximately 4,000 foreign 
visitors came to the United States under the auspices of FOA’s pre- 
decessor agencies in 1953. I will furnish to you and for the record 
the exact figures. 

(For information subsequently furnished, see pp. 91-122.) 

ie itor Fursrient. I would like a detailed record of how many, 
how much it cost, and how much was allocated for it. 

I would like to know how much is allocated in this present proposal 
for the exchange of persons. 

Then there are a few subsidiary questions. 
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Mr. Srassen. I think I might further respond to you this way, 
Senator: That I feel that it is the administration’s position that the 
Smith-Mundt program with its related Fulbright program, should be 
given the priority, that it should be supported with funds, and, in fact, 
expanded with funds, as a priority over that part of this program, 
and, that, consequently any question of any cutting should be taken up 
in relation to the Foreign Operations program. 

Senator Futpricut. Very well, I am glad to hear you say that. I 
think there is plenty of room for both of them. The amount for both 
is still much too little. 

Mr. Strassen. And the amount they both cost is too little. 

Senator Futpricntr. And yet I cannot accept the judgment of the 
House of Representatives in cutting Smith-Mundt appropriations 
because FOA is doing it; that is exactly what they said in their report, 
and it passed the House with hardly one voice of opposition to it. 
That is why I am glad to hear you say that the priority ought to be 
given to the Smith-Mundt Act, because I think this language on page 
51, which of course is already in the law, definitely shows that the 
policy of the Congress in the past is that it should be given priority. 

Mr. Srassen. That is right. 


EXPENSES OF INTERNATIONAL DEVELOPMENT ADVISORY BOARD MEMBERS 


Senator Furisrienr. I note that the International Development 
Advisory Board members—that is in section 607—are to get $50 per 
day in addition to their travel, and $10 per diem. 

The Board of Foreign Scholarships members under Public Law 
584, and the Advisory Commission under Public Law 402, serve with- 
out compensation. Why is it necessary to pay these people a rather 
substantial sum as compared to these other boards which generally are 
considered to have done a good job? 

Mr. Strassen. It is a continuation of the same arrangement that has 
been in the law from the beginning. I have never asked the Board 
whether they would serve without it. It has been there from the 
beginning of the Board. 

Senator Fu.sricur. It is quite a difference. All that the members 
of the other two Commissions and boards that I mentioned get is their 
actual traveling expenses. They get no $50 at all, and never have since 
the beginning. 

Mr. Srassen. My recollection too is that some of the members of 
this Board have not accepted the $50. 

Senator Futpricur. It seems to me there should be a policy., As I 
understand it, what they do is somewhat similar. , 


EDUCATION AND ECONOMIC WELFARE 


_ In the definition in section 609, I notice the word “educational” is 
included. What, in your opinion, does that mean? That is line 10, 
page 51. 

Mr. Strassen. Well, the work that we do in that respect primarily 
relates to such field as the rural education systems in these countries, 
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the vocational education, matters of that kind. In other words, we 
try to reach the area that has more direct relationship to the economic 
side in the country. 

Senator Fu.sricur. Do you think all education has a direct relation 
to economic welfare of a country ¢ 

Mr. Strassen. I said a more direct relationship. Of course, I agree 
that all education does. 

Senator Futsrientr. I am inclined to think it does; I am not debat- 
ing with you. Jam trying to make a record. I think education does 
have a very direct relation. 

Mr. Strassen. No question about that. 

Senator Fu.pricutr. | am trying, if possible, to make » record that 
may be used to arrive at some understanding with the House Members 
as to the proper role of these two agencies. 


EXCHANGES RELATED TO TECHNICAL COOPERATION 


Were all exchanges tied in directly with the technical assistance 
or were some of them in the field of mutual understanding ¢ 

Mr. Srassen. No, they are all tied in directly with technical co- 
operation. 

Senator Futsricur. They would not be in the field of mutual under- 
standing which, I assume, is what Congress intended under the Smith- 
Mundt Act! 

Mr. Srassen. They are not in the field of mutual understanding; 
they are related to the technical cooperation programs and to the 
productivity effort in Europe. 

Senator Futsrigut. Do you have any projects involving only the 
exchange of persons not related to technical programs? 

Mr. Strassen. No; we do not. 


PLANNING OF EXCHANGE PROJECTS 


Senator Futsricur. Do you plan these exchange programs in ad 
vance or do you merely allocate money for exchange on a basis of 
whenever the project or the notion str ikes you? 

Mr. Strassen. We plan them in advance and with both our mission 
in the field and the other country and we coordinate them so that thev 
do not duplicate the program carried under the Smith-Mundt Act, 
and the Fulbright program, both in the field missions and with the 
Department of State and through the Operations Coordinating Board 
in Washington ; so there is not a duplication, and there is not an over 
lapping between the two. They fill two different vital aspects of 
United States foreign policy. 

Senator Futsricur. Are these exchange projects worked out in co- 
operation with the host government ? 

Mr. Srassen. Yes; they are. 


PARTICIPATION IN ESTABLISHING PROJECTS 


Senator Fu.sricur. Do you have any binational committees which 
are charged with operation of them ? 

Mr. Strassen. Any financial committees? Well, in our missions; 
yes, 
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Senator Fursricur. Binational. By that I mean, are citizens or 
members of the government of the respective countries members of the 
comimttee? Do they participate in the setting up and carrying out 
of the programs in each country or is it done wholly within your 
organization ? 

Mr. Srassen. Well, it is done with the governments of the other 
countries, usually. 

Senator Futerienr. On a basis of consulting and telling them what 
you wish to do? 

Mr. Srassen. No; on the basis of shaping up a direct project for 
exchange of a certain group. 

Senator Futsrreur. Are you familiar with the binational commit- 
tees as they operate under Public Law 584? 

Mr. Strassen. Yes; we do not have such. 

Senator Futsrieutr. Who actually makes the selection of the vari- 
ous people who come under this program ? 

Mr. Strassen. The cooperating country government agencies and 
United States operations missions in those countries jointly deter- 
mine which technical cooperation projects should be undertaken. 
The government or private groups involved in the countries nominate 
the individuals to come largely on the basis of the jobs they hold. 
Their qualifications are revie wed by United States operation missions. 

Senator Futsrianr. Composed of your employees ? 

Mr. Srassen. That is right. 

Senator Fu.sricutr. They select in the country or here in Wash- 
ington ¢ 

Mr. Strassen. In the country, with a final review in Washington. 

Senator Futerieut. Are they people in the missions? Do you have 
a program with Yugoslavia ? 

Mr. Srassen. Yes. 

Senator Futsricut. Do members of your organization in Yugo- 
slavia select the people that come from Yugoslavia ? 

Mr. Srassen. That is right. 

Senator Futsrieut. It is not referred back to Washington ? 

Mr. Srassen. No. 


SECURITY SYSTEM IN YUGOSLAVIA 


Senator Fursricut. Do you have a system of clearance for se- 
curity in Yugoslavia ? 

Mr. Srassen. Yes. 

Senator Futsrieutr. Do you in every country ? 

Mr. Srassen. In every country. 

Senator Futsricur. What is that procedure, if you can tell 
briefly ? 

Mr. Strassen. I am not familiar with its details, but we do it for- 
mally in Washington through United States security agencies. 

Senator Fursrienr. Could you submit, along with this other, a 
memorandum on what that procedure is? 

Mr. Strassen. Yes; I can. 

(For information subsequently furnished, see pp. 91-122.) 
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STUDENTS’ PAY 


Senator Futsrigur. Whai do you pay the students who are brought 
here from the various countries? 

Mr. Srassen. That varies in the different programs. In a number 
of them they work and earn while they are here—the work-study- 
training programs. And others, the sending government must pay 
most of their expenses. I can furnish you with a detail on the differ- 
ent classifications and the arrangements in different parts of the world. 

Senator Funtsrienr. Could you furnish me a detail with how much 
they pay from each country, and alse the details as to those who earn 
and what proportion do they earn, and in what kind of activity do they 
earn ? 

Mr. Strassen. Right. 

(For information subsequently furnished, see pp. 91-122.) 

Senator Funtsricgur. Many students are prohibited from earning, 
so how do you adjust your program to that prohibition against visit- 
ing students working. 

Mr. Strassen. Well, we have, for example, what we call the work- 
study-training program. They come over, and with agreement with 
industries and unions in this country, they actually work and study 
at the same time. 

Senator Futsrient. Do they pay taxes on what they earn here? 

Mr. Strassen. Yes; they do. 

We are dealing, for ex: imple, with, we will say, carpenters who come 
over from a certain country to study our methods of carpentry, and 
go back after, we will say, 9 months, to improve the carpentry of their 
own country, and while they are here one of the best ways for them to 
learn is to go out with one of our carpenter unions and work along for 
a few months. 

Senator Futericur. Are they attached to any educational institu- 
tion while they are here? 

Mr. SrasseN. Yes; we have contracts with an educational institu- 
tion, frequently a vocational type of educational institution, to service 
those groups while they are here. 


TRAINEE-STUDENT DISTINCTION 


Senator Futsricut. I believe you call most of yours trainees; is 
that right? 

Mr. Strassen. That is right. 

Senator Futsrient. What is your idea of the difference between a 
trainee and a student ? 

Mr. Strassen. A trainee tends to be learning a technical skill; a stu- 
dent tends to be thought of as one studying in the intellectual and cul- 
tural fields. 

Senator Futsrientr. Do you draw a distinction in the making of the 
grants between an intellectual and a manual trainee? 

Mr. Strassen. Yes. 

Senator Furrricnt. You try not to give grants to intellectual 
trainees; is that right? 

Mr. Strassen. We do not object to the trainee having intellectual 
capacity, but we do not take the intellectual approach to his selection. 
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Senator Futsrieut. In that connection, I would like in this memo- 
randum to have you indicate the standards for selection which your 
organization has set up in the various countries. 

What is the requirement? Must they have graduated from a rec- 
ognized university or need they have any formal education? That is 
what I would like to have in the memorandum. 

Mr. Strassen. Yes. They need not have graduated from any uni- 
versity. 

Senator Futericut. [ would like to say that I would like this mem 
orandum fairly soon because we are going to have a controversy in the 
very near future over this matter I mentioned in the beginning. 
Could I get this memorandum fairly soon ? 

Mr. Srassen. It will be expedited to you and to the chairman of 
the committee. 

(For information subsequently furnished, see pp. 91-122.) 


EXPENSES OF FOREIGN STUDENTS OR TRAINEES 


Senator Fursrieur. There is another problem. Under 584, the 
Department of State pays the international travel on foreign students, 
but it only pays stateside maintenance on about one-fifth of the for- 
eign students they bring here. They give private scholarships for the 
other four-fifths. 

When you bring a trainee or a student here, do you pay all of his 
expenses while he is here or do you have arrangements for private 
support ¢ 

Mr. Srassen. So far as I recall, there are no arrangements for 
foundation support. There frequently is a requirement that the 
government of his own country provide some part of the funds, and 
in other instances he earns, as I indicated, some part of his funds. 

Senator Futsrient. Would you indicate in your memorandum 
what proportion of the students who receive all of their expenses— 
you said about 4,000—that is, all foreign students who come to this 
country. 

(For information subsequently furnished, see pp. 91-122.) 

Mr. Srassen. We do not call them students. 

Senator Futsricur. Trainees, 

Mr. Strassen. We call them trainees and participants. 


AMERICAN TEACHERS ABROAD 


Senator Futsricut. Do you send any American students abroad ? 

Mr. Strassen. No; we send some American teachers abroad in these 
vocational and similar fields. We do not send students abroad. 

Senator Futsricutr. Well, then, would you give me a memorandum 
on how many teachers you sent abroad last year ? 

Mr. Srassen. Right. 

Senator Futsrienr. And where you sent them ? 

Mr. Srassen. Right. 

Senator Futsrient. I would like to know what you paid them. 

Mr. Strassen. Right. 

(For information subsequently furnished, see pp. 91-122.) 

Senator Futsricnr. When you send an American teacher abroad, 
is he carried as an employee of FOA ? 
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Mr. Srassen. Either an employee of FOA or as a contract employee 
of a university or a college or a school. For example, Bradley Poly- 
tech of Illinois has a contract to help develop the vocational education 
in Iraq and they have sent certain of their vocational teachers over 
to Iraq to help set up that vocational school system in Iraq. 


TEACHER PRIVILEGES ABROAD 


Senator Futsricut. When you send a man from Bradley, in what 
capacity does he go? Is he an employee of FOA or is he sent there 
as an employee of Bradley ? 

Mr. Srassen. He is a contract employee of Bradley approved by 
FOA, 

Senator Futsricnut. Does he go with a diplomatic passport ? 

Mr, Strassen. No; he does not. 

Senator Futsprient. Does he have any of the prerogatives of em- 
ployees of FOA or the State Department ¢ 

Mr. Strassen. It depends on which things you call prerogatives. 

Senator Futsrient. Well, can he go to the PX and buy things‘ 

Mr. Srassen. If there is one, we try to arrange necessary privileges 
of that kind to help carry out his duties. 

Senator Funsricut. Is it a fact that some of them do have those 
privileges ? 

Mr. Strassen. Yes. 

Senator Fursricur. The reason I ask that is this is a source of 
great controversy. You know, individuals become concerned with 
small privileges. It causes a lot of trouble sometimes when one man 
has the PX privilege and a man in the same circumstances does not. 
It has been brought to our attention. 

Mr. Srassen. It has been brought to our attention, too, Senator. 
It is constantly a matter—even when you send in a doctor to see to the 
health of the staff, there is a question of who can see the doctor and 
questions of that kind are constantly being worked out in our Person- 
nel Section. 

TEACHERS EMPLOYED BY FOA 


Senator Futsricutr. Do you send any teachers abroad directly as 
your employees who are not contract people ¢ 

Mr. Srassen. Yes, sir. 

Senator Futsricutr. How many would you say you send ¢ 

Mr. Srassen. Well, I would want to check that, Senator. They 
would be within what—our technicians. I know, for example, we 
send some into the field of rural education where we are trying to 
improve the rural school situations in some of these less developed 
countries. 

Senator Futsricut. Do you send any to their established uni- 
versities ¢ 

Mr. Strassen. We have very few, if any of our people actually teach- 
ing in schools or colleges. 1 think the only ones that there might be 
would be in the teacher training part of a university’s activity. 

Senator Futsrieur. I would like to have the information as to how 
many, if any. 

Mr. Strassen. Right. 

(For information requested, see pp. 91-122.) 
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Senator Futsricur. Who selects the teachers that you send from 
this country abroad ? 

Mr. Strassen. As employees? 

Senator Futsricut. Yes. 

Mr. Strassen. Our Personnel Division, with the counsel of the Divi 
sion of Education of our technical services staff. 

Senator Futsrientr. Does the United States Office of Education 
participate in the selection of these people / 

Mr. Strassen. Yes, they do in an advisory way. 

Senator Futsriecnr. Are they submitted to them for checking and 
approval ? 

Mr. Srassen. I had better furnish you that detail or procedure in a 
memorandum. 

Senator Futsrient. I am very much interested in it. I would like 
details on the way they are selected, and also their rate of pay. I would 
like to know what you pay in whatever different classifications you 
have and I emphasize that I would like it in detail and not in general. 
These are very real problems to the existing program and I want suf- 
ficient information to make a comparison. 

Mr. Stassen. Right. 

(For information requested, see pp. 91-122.) 

Senator Futsricnt. When you send a man abroad as one of your 
representatives, is he counted as one of your administrative personnel ? 

Mr. Strassen. Not if he is over in a technical project; then he is one 
of the program personnel. 


DISTINCTION BETWEEN TEACHERS AND ADMINISTRATIVE EMPLOYEES 


Senator Fusrient. For bookkeeping purposes how do you distin- 
guish between a man who is sent abroad to participate in one of these 
projects as a teacher and one who is a regular employee ? 

Mr. Strassen. Well, it is a matter of whether he is a part of the ad- 
ministrative setup in the country; in other words, if he is part of our 
mission in the country, handling the overall aspects of the program or 
whether he is out on a specific project working and carrying out a 
detailed and outlined program of technical education. 

Senator Futsrient. I notice you show a very substantial decrease 
in administrative personnel. Could it be that some of their duties are 
now being discharged by employees under this category ? 

Mr. Strassen. No, it is not. 

Senator Futerient. They could not be paid from the aid program 
within that country? In other words, if you send an expert on fiscal 
affairs to Iraq as your employee, if he is paid from the aid program, 
then he is not counted as an administrator, although he may be doing 
exactly the same thing that one of your former administrators was 
doing; is that not possible? 

Mr. Strassen. No, it is not. In other words, we have not shifted 
personnel from administrative roles to program roles. Unless there 
were situations in which they change their type of employment. 

Senator Futsricut. If an expert in government fiscal policy should 
go to Iraq, he would be serving the same purposes as one of your 
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vdvisory people in your organization who might have been doing that 
before, _mught he not? 

Mr. Strassen. Well, if he went as a part of a project to improve the 
fiscal skills within the Iraq Government, he would be a program per 
sonnel. He would not be on our administrative rolls in Iraq. 


RESEARCH PROGRAM 


Senator Futsricut. Have you heard of such a case as this: There 
was a complaint in a Norway newspaper that the proposal to offer re 
search fellowships to a wide range of specialists inspired criticism 
that the United States Defense Department was trying to get top- 
flight European talent at bargain rates? Is there anything to that? 
Did you ever hear of that instance? 

Mr. Strassen. I have not heard of that newspaper story. I do know 
that our scientist program has been a very popular one, and that we 
have brought in top-flight scientific brains to some of our universities 
in this scientific research side at a very low cost. I will agree that 
we have a program that is financially very desirable here, but I think 
it is also desirable for the other countries. 

Senator Fursrient. I just bring that up to see what your observa 
tion would be. I have heard that there was such a criticism in a 
Norweigian paper. 

Mr. Srassen. I might say, I think that actually most of our per- 
sonnel are now employed at rates that are bargain rates for the United 
States Government; in other words, we are getting some highly skilled 
people at very low rates of pay, comparatively. 

Senator Futsrient. If this Norwegian report is correct, they are 
objecting to this as a disguised device that pretends to be for ‘their 
benefit and for educational and cultural purposes, but is really just 
an effort to get a bargain in brains. If the rumor of this objection 
is true, we had better pay some attention to it. We do not want peo- 
ple abread to think that this is the objective of our cultural programs 
or it will destroy them. They wil cease to participate, will they 
not ? 

Mr. Srassen. Let me say, first of all, this scientific program is 
being handled through the National Research Council; in other words, 
it is a professional organization within our country. It is not handled 
by our governmental entity direct, and they are very familiar with 
this scientific matter between countries, and my understanding is 
that they have had much greater numbers of requests than they have 
been able to fulfill, so that I do not believe that it could be justifiably 
criticized that we had unsound policies in it. We turned to the best 
scientific group we knew in this country to handle it—I think it is the 
National Academy of Science, and the National Research Council— 
I am not sure of the exact term—but it is Dr. Bronk and that group. 
They are the group of scientists in this country. 

Senator Fursricnr. Will your memorandum indicate the details 
of that? I would like to have information on that method of selec- 
tion. 

(For information requested, see pp. 91-122.) 
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Did I understand you correctly that none of these teachers you send 
abroad are given what you call exchange grants? ‘They are actually 
paid salaries as employees ‘ 

Mr. Srassen. That is correct. 

Senator Futsrieut. Are any of them paid in foreign currencies? 

Mr. Strassen. There areallowances. Salaries do not come in foreign 
currencies, but their allowances do, for living expenses, 

Senator Futsricut. Will you indicate how that works? Part of 
it is in dollars and part in foreign currencies? 

Mr. Srassen. That is right, for living expenses. 

Senator Futsrient. Within the country ¢ 

Mr. Srassen. Within the country. 

Senator Fursrient. Will you indicate how much that is, too? 

Mr. Srassen. Right. 


EMPLOYEE PASSPORTS 


Senator Futsricutr. Do your employees have diplomatic passports ? 

Mr. Strassen. Not as a whole, no. 

Senator Futsricut. Well, do they as a part? You send a teacher 
to Yugoslavia; does he go on a passport or as a private citizen ? 

Mr. Stassen. He goes as a United States Government employee, but 
not with a diplomatic passport. 

Senator Futsrient. What do you call him? What is the status of 
that? Is he an employee? 

Mr. Srassen. He will be a technician on a technical assistance proj- 
ect requested by the Yugoslav Government. He may be a program 
fund employee of the Foreign Operations Administration or an em- 
ployee of a private firm or institution working under an FOA financed 
contract with the foreign government. 

Senator Futsrieut. As such, generally, does he have PX and com- 
missary privileges? 

Mr. Srassen. Yes. if available. 


TECHNICAL ASSISTANCE EMPLOYEES 


Senator Futsricur. About how many would you say you sent out 
last year, how many to Europe, for example? 

Mr. Srassen. Now, are you talking about the direct technician- 
employees now ? 

Senator Futsricut. Yes. 

Mr. Srassen. I think our total overseas was in the range of 1,800. 
These, you understand, will include the agriculturalists, the doctors, 
the nurses, Public Health nurses, and so forth. 

Senator Futsrieut. And teachers? 

Mr. Strassen. And the number of teachers would be a very small 
component of that total. 

Senator Futsricnt. How many did you send to Iran last year? 
How many are there now, I suppose we could say, both? 

Mr. Strassen. We will give you that in a minute. In Iran we had 











MUTUAL SECURITY ACT OF 1954 85 


185 United States technicians in 1953; we had 170 trainees that came 
to this country. 

Senator Futsrient. In those cases you will indicate in this memo- 
randum what you paid our people who went there ¢ 

Mr. Srassen. That is right. 

(For requested information, see pp. 91-122 

Senator Futsricu. Are our technicians all paid the same? 

Mr. Strassen. No, in different classifications. 


DETERMINING TECHNICIAN SALARIES 


Senator Fu.srieut. How do you determine what to pay them when 
they go to a country like that ? 

Mr. Strassen. Well, we set up classifications for their particular 
skill and experience. We say a Public Health nurse might not be paid 
the same as a Public Health doctor, for example, or an agricultural 
extension expert might not be paid the same as a public roads engi- 
neer. We set up classifications and pay scales. 

Senator Fuisrient. Is a Public Health doctor in Iran paid the 
same as one in Greece or India ? 

Mr. SrasseN. Usually, yes; except that we have allowances for 
hardship countries. For ex: ample, in Indochina we will pay extra the 
full hardship allowance of 25 percent, and they earn it. 

Senator Futsricur. Who determines what allowances and what 
stipends are paid? How do you arrive at that? 

Mr. Strassen. It is an appraisal of the conditions that exist in the 
country, and the determinations are actually made by the Secretary 
of State or the Department of State, whether it is a hardship post, 
what the extra allowance might be. 

Senator Fuisricut. They do not set the salaries, though ? 

Mr. Srassen. They set the standard salaries and allowances under 
the foreign services act for different posts and classes of positions. 
FOA determines the particular class into which each position is to be 
put. 

Senator Furrricur. What is the highest salary you pay for a 
technician ¢ 

Mr. Stassen. I want to check that for certainty. I think we — 
find that some of the very highest amounts are around $10,800 a year 
I think you will find that a great number of them move in the area 
of $7,000, $8,000. 

Senator Fursrteur. In dollars, plus allowances ? 

Mr. Srassen. That is right. 


PLACING AMERICANS ON FOREIGN PROJECTS 


Senator Futsricut. How do you place these Americans in a foreign 
institution? Supposing you want to put one into the University of 
Istanbul; how do you place him there? Do you originate the idea or 
do you react only to requests from that institution? 

Mr. Strassen. There is no set pattern. Sometimes the other govern- 
ment may come to our mission and say that, “We want to accomplish 
a certain result.” They will say, “We want some work done on the 
disease that is affecting our cattle.” 
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We might say, “Well, the best way to set up such a research program 
is in connection with your veterinary school in your university. 

They might say, “Well, over in that university they do not have the 
experience in that kind of research.” 

We may say, “Well, we will see whether we can furnish for a 2-year 
contract someone to go to that university if that university is willing 
to not only carry on research but teach the able young students of 
veterinary medicine how to further the research in the country.” 

In other instances, the university itself may come forward and say, 
“We want to move into a certain field of activity for the need of our 
country. We would like to have a contract with an American uni- 
versity to help us in it or we would like to have a few United States 
governmentally paid technicians come over and help us do it.” 

There is no rigid pattern in the way these requests originate, but 
there is absolute rigidity in this respect; FOA acts only on the formal 
requests made by the cooperating foreign government to the FOA 
mission, and that mission, and the W ashington office, must determine 
that the request is worthwhile and they must approve it. 

Senator Futsrieur. I understood you to say you never bring in 
A. B. graduates from a university, who are in no way connected with 
the technical productivity enterprise; is that correct? 

Mr. SrassEn. We do not. 

Senator Futsrienr. Do you bring any labor leaders here ? 

Mr. Strassen. Yes, we do. 

Senator Fu.tsrient. How do you select them ? 

Mr. Strassen. Through our missions. 

Senator Furtsrient. Will that be described in this memorandum 
as to how you select them ¢ 

Mr. Stassen. Right. 

(For requested information, see pp. 91-122 


JOURNALISTS IN PROGRAM 


Senator Fu.pricur. Do you ever bring in any journalists? 

Mr. Srassen. Yes. 

Senator Fursricur. What is your justification for bringing in 
journalists ¢ 

Mr. Strassen. I think it was in relation to the German program— 
wasn’t that the group that went over last year? I do not think we 
are bringing over now any more. 

Senator Futsrieutr. Will you indicate in your memorandum how 
many were brought in? 

Mr. Strassen. I know there was a group brought in last year 

Senator Futsriecnr. And from what country ! 

Mr. Srassen. Right. 

(For requested information, see pp. 91-122.) 

Senator Futsricur. How long do they stay normally? Are they 
here only for a tr ip or 9 months’ study, or what? 

Mr. Strassen. My recollection is that it was a 3-month journey. 

Senator Fursrigut. How do you relate that to any specific techni- 
‘al productivity program ? 

Mr. Srassen. Because the development of the kind of economic 
policies that relate to a sound economy and greater productivity re- 
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quire public support in these countries, and so for their leaders to 
come over and see how it has worked out in the United States, to 
visit some of our industries and talk with some of our managers and 
labor leaders, gives them a better understanding of what it is we are 
trying to do when we say, “If you wiil increase your productivity and 
increase your wages and increase the consuming power, your economy 
can expand,” so that it is a matter of developing their understanding. 
It is a matter of developing what it is we are talking about when we 
counsel an expanding economic policy with better real wages for the 
workers. 

One of the very important facts of the Western European economy 
is that with this production accompiished, Western Europe is now in 
a position to make a further increase in the real wages of the workers 
of Western Europe, and that is one of the important things that ought 
to take place during 1954. 

Senator Futsricut. Is one of the objectives for your bringing labor 
leaders and newspapermen from Western Europe to let them see how 
we have developed our industry and how we distribute the product 
thereof ? 

Mr. Strassen. That is right. 

Senator Futsrienr. In other words, to try to have them understand 
how the United States functions ? 

Mr. Strassen. Right. 

Senator Futsricut. Is that what you call your leader program ? 

Mr. Strassen. We do not have any leader program as such. All of 
the people we bring over are chosen for their leadership positions or 
potential in particular technical fields. 


NUMBER OF PARTICIPANTS IN 1955 EXCHANGE PROGRAM 


Senator Futsricut. How many people do you expect to send over- 
seas in the 1955 fiscal program under this exchange program? Have 
you got that estimate in your present proposal ? 

Mr. Strassen. We have it broken down by area. On a world-wide 
basis we will have to put it together. 

Senator Futsricur. Where is it in this document you gave us so I 
can have my secretary start looking for it? 

Mr. Srassen. It is under the regional statistics, if you will look 
under the regional tabs; in other words, starting with each area. 

Senator Furprieut. Is that the first or second volume? 

Mr. Strassen. Then following that, you will see the regional detail. 

Senator Futprient. Does that indicate the number of people? 

Mr. Strassen. Yes; it is all in here, but we will pull it together for 
you in table form. 

Senator Fursricur. Yes. I would like your people who work on 
this to pull it together in a simpler report. And have it broken down 
as to countries, in categories, in leaders, students, and trainees, or 
in whatever terminology you use there. And the amounts of money 
that are paid to the various categories. 

Mr. Srassen. Right. 

(For requested information, see pp. 91-122.) 
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RABAUT AMENDMENT 


Senator Futsricnt. I note in section 803 of the proposed document 
here that you are asking for exemption from section 1415 of the Sup- 
plemental Appropriation Act of 1953. I believe that was the so-called 
Rabaut amendment. Do you wish authority there to spend the foreign 
currencies without reporting to Congress ¢ 

Mr. Srassen. It is under the section 550 clause of the agricultural 
returns. 

Senator Fursricut. I would like to get this exemption also for the 
Smith-Mundt bill. 

Mr. Strassen. It has been quite essential in the 550, section 550, 
work to have it. 

Senator Futsrieut. Why is it essential? I would like for you to 
make a case. I tried myself to make a case last year and failed. This 
is the Rabaut amendment, is it not ? 

Mr. Srassen. That is right. 

Senator Futsrieur. How do you propose to use your foreign cur- 
rencies in this program without asking for appropriations ? 

Mr. Srassen. The original act of Congress says that we shall use 
not less than $100 million of $250 million of our funds otherwise ap- 
propriated in the form of surplus agricultural products and, there- 
fore, we have to work out the method by which the country will accept 
a certain amount of cotton instead of dollars, and then we will use 
the local currency to build some guns or expand some educational in- 
stitution in the economic field or something of that kind, so we have 
to work out the complete transaction; not only that they will take 
the cotton but how they will use the local currency in order to effec- 
tuate the program. If we had it come back in between, between their 
receipt of the cotton and their application of the proceeds, it would 
be almost impossible to function. 

Senator Futsrieut. Do you report to the Congress precisely how 
the foreign currency was expended ? 

Mr. Srassen. Yes, we do. 

Senator Fuisrient. In what form is that report made? Do we 
have a report now on the disposal of all foreign currencies for last 
year ¢ 

Mr. Srassen. Well, the section 550 currency, of course, has not 
come in fact, been disposed of, but we have the report of how we agreed 
to dispose of it. 

Senator Futsricut. Haven’t you disposed of any of it? I had 
supposed you had disposed of some of it. This currency in which you 
pay supplemental allowances to trainees and leaders, that is local 
currency, is it not? What is the origin of that? 

Mr. Srassen. I think most of that was actually contributed by the 
other governments or has some earlier antecedent. It has not been the 
550 money in any instance that I know of. 

You see, the act of Congress under 550 said what were the reasons or 
the purposes for which we could use this local currency. It was (1) 
for providing military assistance to countries or mutual defense or- 
ganizations eligible to receive assistance under this act; that is, under 
the Mutual Security Act, or (2) for purchases of goods or services in 
friendly countries—that would be for the United States; (3) for 
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loans under applicable provisions of this act to increase production of 
goods or services, including strategic materials needed in any country 
with which an agreement was negotiated or other friendly countries, 
with the authority to use currencies received in repayment for the 
purposes stated in this section: or for de “posit to the general account 
of the Treasury of the United States; for developing new markets on 
a mutually beneficial basis. for grants-in-aid to increase production ; 
for domestic needs in friendly countries; for purchasing materials for 
United States stockpiles. In other words, does not include the pay 
ment of these trainees’ expenses. 


ORIGIN OF SCIENTIFIC EXCHANGE PROGRAM 


Senator Futsricut. I believe you originated and had a special inter- 
est in this project for bringing large numbers of scientists in this 
country. How many are in that program / 

Mr. Srassen. One hundred and fifty, and I may immediately say 
that I did not originate it. 

Senator Futsricur. I thought you had. 

Mr. Strassen. It originated ‘from our own scientists in a country, 
and they came to me with it, and it appeared sound, so I did assist 
in getting it adopted, but it originated among the scientists of our 
own country outside of Government. 

Senator Furprientr. Are these scientists all teachers and not 
students ? 

Mr. Srassen. Well, they are younger scientists. But I would want 
to check with them as to the description of them. 

Senator Fursrienr. You just describe the project in your own 
words, 

Mr. Srassen. Well, it was presented to me that the interest in the 
basic sciences of the other countries in agreement with us, had not been 
at the level that it should be, and that it was in both the United States 
interests and the interests of other free countries that a relationship 
should be established by our National Academy of Science and our 
National Research Council under which these countries could propose 
scientists to come over here and work with our scientists in these vari- 
ous scientific endeavors, and because the National Academy of Science 
and the men who conduct it are held in very high esteem by me, and 
I know by the educational sources in 7 country, and because the 
underlying idea seemed certainly sound, I approved the project, and 
gave it to them to implement it, so the details of how they implement 
it has been in their hands. 

Senator Futsrieut. Are these scientists who come over paid very 
little or just what is it? Elaborate on it. I just want the story, that 
is all. 

Mr. Srassen. Well, I think it is 2 very favorable use of a small 
amount of money. 

Senator Futsricut. What do they do when they get here; are they 
working in plants or in institutions on pure science or applied science ? 

Mr. Strassen. In pure science 

Senator Futpricut. In research? 

Mr. Strassen. In institutions. 

Senator Futsricut. In research science ? 
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Mr. Strassen. That is right. 

Senator Fut BRIGHT. In educational institutions ? 

Mr. Strassen. That is right. 

Senator Futsricur, T hey are not working in General Motors or in 
any other companies? 

Mr. Strassen. Oh, no; entirely with our educational institutions, 
with our research institutions. 

Senator Futsrient. For how long will it be? 

Mr. Strassen. My recollection was 2 years. 


METHOD OF SELECTION OF SCIENTISTS 


Senator Fursricut. How were they selected? How do you say 
that Joe Smith from such-and-such in England will come, as opposed 
to another one ? 

Mr. Srassen. They were selected by joint process between the 
Academy of Science in our country and the similar institution, Acad- 
emy of Science or Royal Academy of Science, in the other country. 

Senator Fursricut. From what countries did you draw these 
people ? 

Mr. Stassen. Principally the countries of Western Europe. 

Senator Futsricut. That is a classification that I myself find very 
difficult to distinguish between that and what is done under the Smith- 
Mundt Act. I wish you would enlighten me a little. 

Mr. Strassen. All right. I will specifically check with the Academy 
of Science on the distinguishing characteristics. 

Senator Futsricnt. If these people are working in research in, we 
will say, MIT, or at Princeton and, of course, we know Princeton 
attracts the great mass of intelligence—I am quite unable to see how 
you distinguish that from what is done under the Smith-Mundt Act 
which also sends most men to Princeton. 

But I think it is actually an ovelapping. I would like to be en- 
lightened or the distinction made plain. 

Mr. Strassen. I will have the distinction made plain. I know that 
when these distinguished scientists presented it to me, they said it was 
an area that was not covered by the Smith-Mundt Act or the Ful- 
bright program, and an area being neglected and requiring attention 
from the interest of the United States. 


APPROPRIATIONS FOR PROGRAM 


Senator Futsricur. Again I want to say I think the activity is a 
justifiable one. What I would like to do is to join up the Smith- 
Mundt organization with your access to the Treasury, then I think we 
would have a great program. I do not want to quarrel with what is 
being done, but you can see what is happening. The Smith-Mundt 
Act is being cut to pieces—it is a very serious matter and I do not 
propose to stand by and let it be done, if I can help it. 

Mr. Srassen. I think you will have a lot of support from the 
administration. 

Senator Fu.srient. I know we have had the good will of the 
administration, but despite the President’s recommendation and all 
that he said, they just mutilated it and emasculated it in the House. 
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Senator SmirH. It now goes to the Senate. 

Senator Futsricur. I know, it then goes to conference. I do not 
like to use this program as an excuse for doing that. It is a very 
serious thing and I do not wish to accept it, so we have got to join 
forces in preventing the destruction of, I think, one of the best pro- 
grams that is being done, and I think what you are doing in the 
science field is good. 

I do think that the Smith-Mundt organization may have a better 
method of selection which they have developed through the years to 
insure the best cooperation of everybody involved. I think it is a 
matter of technique. 

Thank you, Mr. Chairman. I apologize for taking up so much 
time. 

Mr. Srassen. I am pleased to go into these matters with you and 
to furnish a very thorough report. 

Senator Fu.ericut. 1 would like to have it as soon as possible. 

Mr. Srassen. I just could not agree more with your objective in 
your inquiry. 

' (The following information was subsequently furnished :) 


FOREIGN OPERATIONS ADMINISTRATION REPORT ON TECHNICAL 
COOPERATION AND EXCHANGE OF PERSONS PROGRAMS 


Part I, BACKGROUND INFORMATION 


A, GENERAL STATEMENT ON FOA TECHNICAL COOPERATION PROGRAMS AND RELATIONS 
TO DEPARTMENT OF STATE EXCHANGE-OF-PERSONS PROGRAMS 


Background 

Briefly stated, the fundamental objectives of the technical cooperation pro- 
grams of the FOA are to assist the economic advancement of the cooperating 
foreign countries by either enabling their citizens to come to the United States 
to undertake specialized study and observation of specific aspects of our free 
enterprise system and allied supporting governmental and social institutions, 
or by sending abroad American technicians who can transmit their specialized 
knowledge on the spot. FOA-sponsored training is therefore essentially techni- 
cal and specialized in character. 

By contrast, the basic aim of the Department of State programs for bringing 
foreign nationals to the United States or for sending Americans abroad is the 
creation of favorable and understanding attitudes in the minds of foreign na- 
tionals regarding the United States, its Government, its people, its democratic 
way of life, and its foreign policy. Thus, the Department’s programs are es- 
sentially “opinion moiding” in nature. 


Governing legislation 
The principal legislative acts governing FOA and Department of State pro- 
grams, and their basic intent as stated in the acts, are as follows: 


A. FOA 

Act for International Development (title IV of the Foreign Economic Assist- 
ance Act of 1950, Public Law 535, Sist Cong.). Section 403 states: 

“It is declared to be the policy of the United States to aid the efforts of the 
peoples of economically underdeveloped areas to develop their resources and 
improve their working and living conditions by encouraging the exchange of 
technical knowledge and skills and the flow of investment capital to countries 
Which provide conditions under which such technical assistance and capital can 
effectively and constructively contribute to raising standards of living, creating 
new soures of wealth, increasing productivity, and expanding purchasing power.” 

Institute of Inter-American Affairs Act (Public Law 369, 80th Cong.). Section 
2 states: 

“The purposes of this Corporation are to further the general welfare of, and 
to strengthen friendship and understanding among, the peoples of the American 
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Republics through collaboration with other governments and governmental agen- 
cies of the American Republics in planning, initiating, assisting, financing, admin- 
istering and executing technical programs and projects, especially in the fields 
of public health, sanitation, agriculture, and education.” 

Mutual Security Act of 1951 (Public Law 165, 82d Cong.) and Economie Co- 
operation Act of 1948 (Public Law 472, 80th Cong.). These acts are interrelated. 
Section 2 of the Mutual Security Act states: 

“The Congress declares it to be the purpose of this Act to maintain the security 
and to promote the foreign policy of the United States by authorizing military, 
economic, and technical assistance to friendly countries to strengthen the mutua! 
security and individual and collective defenses of the free world, to develop their 
resources in the interest of their security and independence and the national 
interest of the United States and to facilitate the effective participation of those 
countries in the United Nations system for collective security.” 

Section III (a) (3) of the Economie Cooperation Act authorizes the furnishing 
of several types of assistance to the participating foreign governments including 
the “Procurement of and furnishing technical information and assistance.” 

(Nore.—The legislative intent behind this provision was that the technica! 
information and assistance to be furnished should have relatively direct economic 
objectives. ) 


B. Department of State 


United States Information and Educational Exchange Act (Smith-Mundt Act) 
(Public Law 402, 80th Cong.). Section 2 of the Smith-Mundt Act states that 
the general objectives of the international educational exchange program are 
to contribute to the promotion of “a better understanding of the United States 
in other countries and to increase mutual understanding between the people of 
the United States and the peoples of other countries.” 

(Nore.—Appropriations under this act are in dollars for defraying expenses 
within the United States and are used in connection with the foreign currencies 
made available under the Fulbright Act cited below.) 

Fulbright Act (Public Law 584, 79th Cong.). Amended by Mutual Security 
Act of 1952 (Public Law 400, 82d Cong.). Section 2 states objectives (in part) 
to be for “financing studies, research, instruction, and other educational activi- 
ties of or for American citizens in schools and institutions of higher learning 
located in such foreign country * * *; * * * or * * * furnishing transporta- 
tion for citizens of such foreign country who desire to attend American schools 
and institutions of higher learning * * *.” 

(Nore.—The Fulbright Act, as amended by the Mutual Security Act of 1952, 
sec. II, provides for the use of foreign currencies “held or available for expendi- 
ture by the United States or any agency thereof” with certain limitations thereon 
‘These foreign currency deposits were created by the sale of United States Gov- 
ernment surplus property abroad.) 

Criteria 

In accordance with the governing legislation previously cited, the technica! 
cooperation programs of the FOA have as their primary purpose the sharing 
with the peoples of the cooperating foreign governments of American productive 
techniques in the broad fields of industry and agriculture, and the companion 
supporting activities of marketing and distribution, credit, transportation, and 
Government functions and services. Sound, progressive, and democratic eco 
nomic development can only be achieved by a healthy, educated people with an 
alert, well-administered, and responsive government and, therefore, FOA tech- 
nical cooperation programs provide assistance for specialized training in the 
fields of medicine and health, educational systems and techniques, planned com- 
munity development, and public administration. 

The foreign nationals who receive FOA-sponsored training in the United States 
are selected by the cooperating foreign government and the FOA mission on the 
basis of an agreed upon program for the economic advancement of the country 
und an evaluation of the types of skills and knowledge needed. Thus, the indi- 
vidual trainee is selected and trained because of the contribution such training 
will make to the advancement of the program, and not becanse the training is 
desirable for the trainee as a person. 

(Nore.—Because the FOA technical cooperation programs are conceived and 
operated on the basis of an agreed upon plan between FOA and the cooperating 
foreign government for the economic development of the country, all technical 
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assistance furnished by FOA must first be requested by the foreign government 
concerned, In contrast, no government-to-government request is required under 
the Department of State’s program. The reciprocal character of the Depart- 
ment’s educational exchange program is insured through participation in the 
preliminary screening process of binational commissions abroad in the case of 
countries having programs under Public Law 584 (the Fulbright Act), and by 
binational committees on study and training in the United States.) 

he great bulk of the FOA-sponsored foreign trainees are adults whose formal 
academic edueation is well behind them; their age is generally in the 35-50 
bracket. The training they want, therefore, is nonacademic and they receive it 
in most eases in the farms, laboratories, factories, Government offices, and similar 
places of America at work. 

The American technicians who are sent overseas at the request of the foreign 
governments go to share with the citizens of that country American knowledge in 
the same general fields. The ultimate objective of their work is the economic ad- 
vancement of the country whether through demonstrating modern methods of 
storing, grading and shipping cereals, or through assisting and training local 
medical personnel in the means for eradicating malaria and thus reducing eco- 
nomic loss due to sickness. 

In contrast, nearly half of the foreign nationals who come to the United States 
under the Department of State’s programs are students who attend American 
universities and colleges for academic education. (Nore.—The “students” may 
already have their academic degrees, and would not be students in their home 
countries, but the purpose of their trip to the United States is for study at an 
American university or college.) Another 25 percent are lecturers, research 
specialists, and teachers. About one-eighth are “leaders,” people of influence in 
their homelands who can be expected, upon their return, to correctly interpret 
America to their countrymen, Only a negligible proportion study or observe spe- 
cifie techniques at all, as do FOA-sponsored visitors, and in their study programs 
as much emphasis is placed upon the general social and cultural aspects as upon 
the technical side. Moreover, the Department of State has issued instructions 
to all the affected American diplomatic posts abroad that application for training 
in technical fields in the United States will only be approved by the Department 
when such training cannot be arranged for by the FOA, or when the Department 
has a particular objective. (See circular cable attached. ) 

Roughly these same proportions, with respect to fields of study and observation, 
apply to the Americans sent overseas under the Department of State’s exchange 
of persons program. 

Coordination of Programs 
Policy and program 

To assure coordination at the policy and program level the Interagency Com- 
mittee on Training Programs and Exchange of Persons meets monthly or more 
frequently as the occasion demands. It is composed of representatives from 
FOA, the International Educational Exchange Service (IES) of the Department 
of State, and the Civil Affairs and Military Government Office of the Department 
of the Army which is currently bringing to the United States a small number of 
young citizens of the Ryukyus for academic education in the United States. 

This committee provides the means for close interagency discussions on all 
significant forward programing activities, review of existing programs and pol- 
icies, and for resolving common operational problems where uniformity and 
consistency should obtain. By means of subcommittees composed of repre- 
sentatives from the three agencies such mutual interest matters as, for example, 
the establishment of common maintenance (living) allowance rates for the 
foreign nationals while in the United States can be jointly studied and a single 
standard established. 


Operational (in the United States) 


FOA and the Department of State have, in the interests of economy and effi- 
ciency, established joint financial support and supervision of the Washington 
International Center of the American Council on Education where incoming for- 
eign nationals sponsored by both agencies are given a 1-week introductory orien- 
tation course intended to help them to understand and adjust to American insti- 
tutions, community life, and social ways (State Department-sponsored foreign 
students are given separate orientation at various American universities). FOA 
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and State also jointly utilize the facilities of the American University Language 
Center for giving intensive brush-up instruction in English speech to those for- 
eign nationals who require such instruction. Finally, FOA has arranged with 
the Department of State for the services of the Department’s reception centers at 
the major United States ports of entry to meet a large proportion of the incoming 
FOA-sponsored visitors, assist them on their arrival, and arrange their onward 
travel, generally to Washington. It is planned to broaden the arrangement with 
the Department of State to serve all FOA-sponsored foreign nationals, 

POA and the Department of State jointly furnish to the Clearing House basic 
personal data regarding each foreign national brought to the United States under 
United States Government sponsorship. This data includes the purpose of the 
visit, type of training undertaken, source of Federal funds, supervising agency, 
country of origin, and so on. The Clearing House is operated by the Office of 
Education with funds appropriated to the Department of State for this purpose. 

Operational (overseas) 

FOA and the Department of State have taken action to require necessary coor- 
dination in the field (overseas). FOA requires each applicant for training under 
its sponsorship to state whether or not he has applied for or received comparable 
assistance through any other program of the United States Government, past or 
present. FOA/W further requires that each application from an FOA mission 
overseas requesting training for a foreign national must be reviewed by such 
mission with the appropriate representatives of the Department of State and 
with the resident local officials of the United Nations, if any, to determine that 
neither of these other agencies contemplate or are already providing the training 
being requested from FOA, This FOA requirement should effectively preclude 
duplication. 

DEPARTMENT OF STATE INSTRUCTION 


No. : CA—3013 December 8, 1953 


Subject: Educational exchange—Coordination of specialist exchange projects. 
To: Certain American diplomatic posts. 


JOINT STATE-FOA MESSAGE 
(Reference: Department’s Circular Airgram No. CA-296 of July 21, 1953) 


To avert any possible confusion or duplication of projects between the Depart- 
ment’s exchange programs and the technical assistance programs of FOA as a 
result of the Department’s circular airgram under reference, it appears desirable 
to restate the objectives of the two programs. 

These objectives were discussed at some length in joint State/MSA Circular 
Airgeram, Control 68, of February 1, 1952, which was addressed to missions in 
countries where exchange programs of USIS and technical assistance programs 
of the Mutual Security Agency were both operating. They may be briefly stated 
as follows: 

In pursuance of the objectives stated in Public Law 402, the international ed- 
ucational exchange program of the Department emphasizes the exchange of key 
people who through their jobs and their contacts can foster an appreciation of 
American institutions, traditions, and achievements; help to meet certain mutual 
needs of the United States and the foreign countries concerned ; and contribute 
to the development of a climate of public opinion abroad which can correctly 
interpret our actions, motives, and policies. 

The technical assistance programs seek to aid the efforts of the peoples of 
cooperating countries to develop their own resources and improve their working 
and living conditions. The principal means toward this end is the exchange of 
technical knowledge and skills which will aid in creating new sources of wealth, 
increasing productivity, and expanding purchasing power. 

While the primary purpose of either program is a collateral purpose of the 
other, the projects of each must be developed in terms of primary objectives. 

Officers responsible for the execution of the respective programs in the field are 
expected to maintain closest liaison on the planning of programs and develop- 
ment of projects not only to avoid any possibility of duplication but also to 
insure that the two programs mutually support and assist each other to the 
maximum feasible extent in achieving the two basic objectives of increased 
strength in the free nations and increased friendship for the United States. 
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In countries where programs of the Foreign Operations Administration are 
operating, projects in technical or economic development fields will generally 
be carried out within the framework of the technical assistance programs. 
Specialist projects in such fields will be recommended to the Department only 
if they are considered to be of genuine importance for the accomplishment of 
the Department’s objectives and for valid reasons cannot be carried out under 
the technical-assistance program. In such cases the reasons for noninclusion 
in the technical-assistance program shall be clearly stated and the prior con- 
currence of the responsible technical assistance officer shall be indicated. 
Similarly it will be expected that technical assistance officers will secure the 
prior concurrence of officers responsible for the execution of the Department's 
programs before recommending projects in fields generally associated with the 
Department’s programs, such as general education, community activities, and 
journalism. If it is determined that both programs should operate simulta- 
neously in particular fields, such as governmental institutions or labor affairs, 
in order to accomplish their respective objective, there must be closest coordi- 
nation at the planning stage to insure that projects are truly complementary. 

A review of the training and exchange of persons activities of the two 
agencies is being undertaken by FOA and State with assistance from the 
Bureau of the Budget to develop further guidelines to avert possible duplication 
between the two programs based on the principles outlined in paragraphs 1 
through 7 above. 


DULLES. 

Sent to the following posts: 
Addis Ababa Guatemala Paris 
Ammar Habana Port-au-Prince 
Ankara The Hague Quito 
Asuncion Kabul Reykjavik 
Athens Karachi Rio de Janeiro 
Baghdad La Paz Rome 
Beirut Lima Saigon 
Sogota Lisbon San Jose 
Bonn London San Salvador 
Brussels Madrid Santiago 
Cairo Managua Taipei 
Caracus Mexico Tegucigalpa 
Ciudad Trujillo Montevideo Tehran 


Copenhagen 
Damascus 
Djakarta 


New Delhi 
Oslo 
anama 


Tel Aviv 
Trieste 
Vienna 
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B, Summary chart comparing characteristics of FOA and Department of State 
eachange activities 


Technical cooperation pro- Department of State international 


€ : : \ educational exchange program 
| grams (submitted by FOA) (submitted by Department 


Factor 


I. GENERAL | 
} 
1. Legislative authority | Act for international develop- | Smith-Mundt Act, Fulbright Act, A 
ment, Mutual Security Act for Cooperation With the Other 
| American jRepublics (implements 
Buenos Aires Convention), Finnis 
Exchange Act, appropriation for gov 
ernment in occupied areas, India 
Emergency Food Aid Act of 1951 
Foreign Economic Assistance Act 
emergency aid to Chinese and 
Korean scholars only) 


2. Primary objective ---. \ Development of economic Development of a climate of informed 
strength of cooperating opinion overseas in which the actions 
countries motives, and policies of the United 


States can be correctly interpreted 
thus strengthen community of inter 
est between United States and other 
countries. 


3. Primary methods... Transfer of specific technical | Exchange of key people with access to 
knowledge, equipment, and and influence upon public-opinion 
supplies, leadership who carry out projects 


oriented toward program objective 
(see above) and of mutual benefit to 
United States and host countries 

4. Geographic coverage. -.- ‘ Fiscal year 1955, primarily | All countries of free world 

underdeveloped countries of 

Near East, southeast Asia, 

Far East, and Latin 

A merica Phase-out pro- 

gram in western Europe, 

5. Funds utilized in order of | (a) Foreign government ap- | (a) U. 8. Government dollar appro 


magnitude. propriitions. priation. 
(6) U. S. Government appro- | (6) U. 8. Government-owned foreign 
prictions currencies 
(c) Foreign business funds (c) Scholarships or stipends from 
(d) United States business United States universities, foun 
funds dations, org»niz*tions, ete. 


(d) Foreign contribution, government 
and private. 
(e) Internation! organizstions 
6. Primary fields of activity._...| Technical, scientific, eeconom- | Any subject matter field through which 
ic, administrative. objectives of program can be fur 
thered (see 2 and 3 above); emphasis 
varies from country to country. 
7. Significance of exchanges of | All exchanges are integral part | Exchange of key people between 
persons in total program. of broader development proj- United States and other countries is 
ects and programs. of primary signifieance in projection 
of data on United St»tes life to induce 
and maintain understanding and co- 
| operative attitude among public- 
opinion leaders overseas 
Il. INCOMING FOREIGN | 


PERSONNEL 
1. Primary purposes of visit Observation of and training in | To make direct persons! contact with 
edvanced techniques in par- the institutions, communities, and 
ticular operational field. people of this country; to utilize 


United States resources to further 
legitimate educational and_profes- 
sional aims of visitors in such a way 
as to promote program objectives 

2. Acceptability of conducting | Sometimes preferred if tech- | Normal pattern is direct exchange with 


program in third country. | nology in field is more rele- United States. Third-country ex- 
vant than that of United | changes employed on limited basis 
States. when American influence or attitudes 
| can be so achieved and legislation 

| permits. 
3. Basis of determination of | Specific needs of country de- | Annual country plin: establishes, efter 
fields of activity. velopment program. review of United States exchange 


activities, current specific objectives 
and plans for resching key segments 
of population. Projects developed in 
| fields related to country plan. 
4. Means of initiation of project.| Request by cooperating coun- | By missions and binational commis- 
try government of industry. sions abroad through plans shaped to 
meet interests and needs of United 
States and host country and within 
policy guidance of Department of 
State. 
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late : B. Summary chart comparing characteristics of FOA and Department of State 
exchange activities—Continued 





Department of State international 
educational exchange program 
(submitted by department) 


t ’ * Technical cooperation pro- 
Factor grams (submitted b FOA) 


II. INCOMING FOREIGN | 
PERSONNEL—Continued | 





Ane 
hes Basis of selection of partici- | Position held in particular | (a) Competitive awards on merit of 
nts pants, technical field involved in individual’s project and its rele- 
is relation to economic devel- vance in furthering objectives of 
vy | opment program. program and country goals 

dia | (6) Leads specialists und some 
5) } teachers by invitation or direct 
ct selection on basis of prominence 
nd | in or access to opinion forming 
groups, or contribution to a 

ed s \. ‘. broader project. : 
i. 6. Selection primarily made by.| Participating country govern- Department of State or Board of For- 
ad ment agency, foreign trade eign Scholarships (Public Law 584), 
d association, labor union, ete on recommendation of United States 
‘r missions or binational commissions 
er (Public Law 584), using preliminary 
selection of foreign government mine 
ny istries, professional organizations, or 
n educational institutions or binational 
be commissions on study and training. 
- Primary groups drawn upon.|} Technical and administrative Opinion-forming groups in each coun- 
5 officials of foreign govern- try, variation in emphasis according 
| ments, organizations, insti- to country goals but generally in- 
tutions, and business firms. cludes youth leadership, labor, mass 


media, educators, intellectuals, and 
government officials 
8. Primary age groups........-.| 35 to 50..........------.------- Largest number in 30-50 age group 
(exception is special small program 
| | for German and Austrian teen-agers). 
9. Primary type and locus of | (a) In-service training in U. | (@) Utilization of resources of American 


experience in United 8S. Government agencies, schools and institutions of higher 
States, private organizations learning for orientation, study, 
and institutions, and research, teaching, lecturing, and 
business firms observation. 

(b) Visits to industrial plants (b) Utilization of resources of special- 
(c) Special short-time course ized institutions such as hos- 
in technical or voca- pitals, industrial establishments, 
| tional training institu- libraries, newspapers, ete., for 

tions. No regular col- training and observation 
lege study for degrees. (c) Utilization of resources of commu- 


nities and community groups for 
training and observation and to 
provide hospitality and family- 
living experience 

10. Programs in United States | (2) U. S. Government tech- | (a) Primarily private agencies and in- 


primarily arranged by. nical agencies. stitutions under contract (20 in 
(6) FOA project managers. 1954). 
(c) FOA contractors, engi- _ (5) Also governmental organizations 
neering firms, business under working-fund agreements 
associations, colleges (5 in 1954). 
11, Normal financial arrange- 
ments: 

(a) Overseas transporta- | Europe and Far East: For- | U. 8. Department of State (65 percent 

tion paid by eign government. in foreign currency) except under 
Underdeveloped countries: Buenos Aires Convention where paid 
FOA. by foreign government. 

(6) United States travel | FOA provides daily mainte- | Department of State, varying with 
and living costs nance allowance varying needs of participants: $8 to $12 when 
paid by with needs of participants: | traveling, $6 (or less) to $9 for living 

$12 when traveling, maxi- expenses. 
mum of $8 if residing in 1 | United States universities, founda- 
place, maximum of $7 if re- tions, organizations, etc. 
siding in college dormitories. | Foreign government or private contri- 
| = bution. 
} (c) Training costs paid | Direct costs by FOA, with | Administrative costs, tuition, or sti- 
by private firms, universities, pends paid by 

q etc., contributing greater | 1. U. 8. Department of State (less 

value in time, facilities, etc. than 50 percent). 


2. United States university, founda- 
tion, organization, etc., grant 
or scholarship. 

5 3. Foreign government or private 

; contribution. 
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B. Summary chart comparing characteristics of FOA and Department of State 
exchange activities—Continued 


Technical cooperation pro- 


Factor grams (submitted by FOA) 


Ill, OUTGOING UNITED STATES 


PERSONNEL 


1. Primary purposes of foreign 
visit. 


Transfer of techniques in sub- 
ject-matter field to foreign 
government agencies, firms, 
and institutions; advice and 
assistance in execution of 
development projects 


2. Primary recruitment sources.| U. § Government agencies, 
business firms, technical fac- 
ulties of universities, etc. 


3. Means of selection ........ Individuals approached by 
FOA on basis of special 
technical skills and em- 


ployed through normal per- 
sonnel recruitment process; 
or by contracts with firms 
and institutions on basis of 
competitive proposals and 
negotiation for service to 
be rendered, 

Full-time paid employees of 
FOA or private United 
States contractor, or under 

|} eontract to foreign govern- 
ment, 

Duration of project or regular 
2-year foreign-service tour, 
renewable for duration of 
program. 


4. Employment status 


5. Length of tour of duty__.-- 


6. Salary basis... Paid regular foreign service 
salary and allowances, or 


normal contract fees. 


7. Determinant of fields to be | Needs of cooperating country 
covered. development program. 


8. Primary fields covered _. Technical and economic fields, 


administration, vocational 


education, engineering serv- | 





ices, ete. 

Active advisory service to 
technicians and administra- 
tors in foreign agencies, insti- 

| tutions, and firms. No re- 


9. Nature of daily activities in | 
cooperating country. 


search or teaching in institu- | 


| tions except for demonstra- 
| tion purposes, 


Department of State international 
educational exchange program 
(submitted by departmedt) 


Through direct contact with institu- 
tions and citizens of other countri 
to contribute to improved knowled 
and understanding of United States: 
to enhance knowledge and under- 
standing of customs, policies, and 
people of other countries; and to pr 
mote and participate in worthwhil 
professional and educational projects 

(a) Leaders in the professions and all 
aspects of national and commu- 
nity life. 

(0) Educational and professional per- 
sonnel from elementary, second- 
ary, Or university levels. 

Participants may be selected for pro 
ects de veloped within country pr 
grams (a) by competitions open to 
persons in particular categories and 
flelds and (b) by invitational recruit 
ing of persons qualified for specific 
assignments. 





Not relevant; grantees are not em- 
ployees but are awarded grants to 
undertake specific assignments as 
private citizens. 


Grantees are not on tours of duty 
Assignments vary from 3 months to 
1 year and are sometimes renewed 
for 2d year Where longer assignment 
makes definite contribution to coun- 
try objectives. 


No salaries from U. 8. Department of 


State. Grants based on amount 
necessary to carry out assignment 
and frequently paid in noncon- 


No other 
or com- 


vertible foreign currency. 
emoluments, such as PX 
missary privileges. 

Under country plan, determination of 
fields based on specialties and quali- 
fications of candidates, extent to 
which their projects will further gen- 
eral and country program objectives, 
and interest and needs of United 
States and host country. 

Those which will further program goals 
in specific country. 


Personal contact with leadership 
groups through projects involving 
study, teaching, lecturing, research, 
advice and assistance to foreign gov- 
ernments, ministries, institutions, 
and private organizations at their 
request 
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D. 


MUTUAL 


SECURITY ACT OF 1954 


-Technical exchanges sponsored by FOA and predecessor 


programed for fiscal years 1958-55 


FAR EAST 


Fiscal year 1953 


Country 


Fiscal year 1954 


agencies—Numbers 


Fiscal year 1955 








Partici- Techni- Partici- Techni- Partici- Techni- 
pants ! cians pants ! cians | pants! cians 
Total 659 441 995 | 553 | 1,123 88 
hina (Formosa). . 124 80 181 124 145 119 
Indochina 18 | 65 45 | 90 118 145 
Philippines. 132 136 244 204 275 254 
Thailand... 142 70 184 | &5 203 115 
Indonesia. 243 90 229 | 50 216 129 
Korea | 12 | 166 125 
FIELD OF ACTIVITY 2 | 
Total 659 441 995 | 553 1,12 RS7 
Agriculture and natural re- | | 
sources 196 118 215 149 | 187 181 
Health and sanitation -. 111 78 106 64 214 102 
Education . 90 52 213 64 187 114 
Transportation, communica- } | 
tions, and power. 78 26 109 | 72 175 161 
Industry and mining 73 21 | 85 | 31 115 108 
Public administration say $3 | 223 120 216 142 
General and community de- 
velopment 15 63 20 46 23 78 
Direct military support. 2 |.. 24 7 6 1 
LATIN "AMERICA 
i ] | ! 
isc th cosainces ew ecanenadibatiah cet 741 | 622 | 829 660 781 878 
Bolivia _- 44 | 42 47 53 43 58 
Brazil..... 195 104 | 131 103 169 138 
Chile___.. 65 28 61 30 52 44 
Colombia 33 23 | 64 32 70 53 
Costa Rica 19 28 39 32 36 37 
Cuba 23 9 | 16 9 | 10 15 
Dominican Re — 15 10 21 13 20 | 16 
Ecuador-. at 27 35 45 35 40 | 42 
E} Salvador...-.--- 32 28 55 | 33 | 20 | 48 
Guatemala on ll i DE cedionke 10 
Haiti. nie 34 22 26 | 28 | 30 37 
Honduras. 22 21 | 23 24 22 34 
Mexico... 50 37 | 62 | 32 70 41 
Nicaragua. --. 29 prt 15 24 13 30 
Panama --- 28 37 33 38 | 31 47 
Paraguay - 27 39 | 33 37 | 37 45 
Peru_..- 63 50 | 97 | 55 | 78 64 
Uruguay. 31 5 | 22 | 7 | 15 15 
Venezuela 2 | BS csi naaitinining -| 7 | 2 8 
RE ace Gliaiedinens 2) 6 49 | 10 23 33 
Regional des j = 68 |... | OD Bieceas | 63 
FIELD OF ACTIVITY | | 
I ae a 741 | 622 829 | 660 781 | 878 
Agriculture, Forestry, and 
Fisheries. ....... ssiawel 216 | 244 | 201 270 198 | 345 
Health, sanitation, and wel- | 
I abana 1li | 171 139 | 160 | 125 | 190 
Education. -..... | 60 | 85 78 | 90 96 | 125 
Transportation, communica- | 
tions, and power. a 71 24 | 84 25 95 | 46 
Industry, mining, and labor. 136 | 70 144 | 60 136 | 99 
Public administration.....___| 145 15 160 | 45 114 54 
Community development.____| 2 | 13 | 23 | 1e 17 19 
| | 


1 Participants are those undertaking training, study, or observation. 


2 Field of activity figures are early planning figures but do not differ greatly from present 


estimates. 
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D.—Technical exchanges sponsored by FOA and predecessor agencies—Numbers 











" programed for fiscal years 1953-55—Continued 
NEAR EAST, AFRICA 
Fiscal year 1953 Fiseal year 1954 Fiscal year 1955 
Country F noe 
Partici- Techni- Partici- Techni- Parti:i- Techni- 
pants clans pants cians pants c.ans 
7 Total...... oneal: 782 843 1, 085 1, 141 1,010 1, 501 
; Afghanistan 23 22 38 41 | 39 63 
19 Egypt ? 55 40 38 44 141 117 
‘ Ethiopia... ; 5 40 3 55 3 43 
lia 151 101 178 188 173 
wn 170 185 135 100 318 
aT a a 31 68 34 102 37 108 
rael . 80 20 70 42 55 70 
eee 26 41 44 53 100 75 
Lebavon....-- i 55 57 34 54 29 61 
7 Liberia. - ..- § 43 22 58 28 70 
Libya 30 40 38 41 33 46 
Nepal ; 9 | 10 14 18 14 
, Pakistan..._-- 45 | 100 67 | 54 127 
> yudi Arabia 18 21 | 29 25 31 40 
4 ria_. nie aaliaein ‘ i 
Da titan 20 70 55 
, Regional......-.. 10 14 | 35 
2 Greece “ | 42 29 68 66 | 27 
> lurkey...... iste | 81 48 | 244 18 59 
: FIELDS OF ACTIVITY | | 
Total al | 3 659 | 4 823 1, 085 1,141 | 1,010 1, #1 
Acriculture and natural re- 
sources.... 227 404 | 398 461 | 326 | 554 
Health and sanitation ...._.. 151 126 | 160 140 | 166 | 168 
Education we 82 86 159 171 | 185 | 220 
Transportation and commu- | 
nications... Sia 57 46 | 41 59 | 30 | 97 
Industry, mining. .. 5 78 81 | 222 | 140 | 185 | 191 
Public administration 60 13 87 | 36 87 91 
General and community de- 
velopment............-....- } 4 | 67 18 134 31 180 


® Excludes Greece and ne 
* Excludes activity break on DOT's, 





Wiis aa 
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Technical exchange sponsored by FOA and predecessor agencies—Actual fiscal 
year 1958 and numbers programed for fiscal years 1954 and 1955, Europe 
(excluding Greece and Turkey) 


Fiscal year 1953 ! Fiscal year 1954 Fiscal year 1955 
Country oT i = es 
Partici- | Techni Partici- | Techni Partici- | Techni- 
pants ? cians | pants? cians pants? | clans 

Total... bi e wwii 2, 790 172 | 2, 000 220 1,750 | 165 

Austria - sadeth S4 381 | 12 135 10 185 ll 
Belgium-Luxembourg ‘ 102 6 131 8 

Denmark : 102 14 | 44 3 | 70 * 

France... J 588 8 | 460 23 | 265 12 

Germany (Federal Republic) 7 367 12 291 21 218 13 

Iceland . .. < 8 5 16 &3 | 19 

Italy... 227 22 293 26 173 19 
Netherlands. _.-. 236 10 93 5 

Norway 212 9 103 J 74 | 5 

Portugal 27 3 31 1 8 l 
United Kingdom ‘ 108 3 18 4 

Yugoslavia ; 140 17 90 25 157 | 2% 

EPA-OEEC-NATO 292 41 265 87 517 62 

FIELD OF ACTIVITY 

Total 2, 790 172 2, 000 220 1, 750 165 

Agricultural and natural resources ahs 562 38 168 16 109 20 

Transportation and communications uate 740 one ‘ | - 

> f ( 72 6 , 208 0! 

Industry and mining 7 sane 1,740 10% 4 me } : | pad 

Public administration 90 4 113 21 89 10 

ee ‘ Leal 389 29 247 19 344 | 30 


1! Figures for fiscal year 1953 are actual figures. ; 
2 Participants are those undertaking training, study, or observation including those in the work-study 
raining program, 


E. FOA SECURITY CLEARANCE PROCEDURES ON FOREIGN PARTICIPANTS COMING 
TO UNITED STATES 


All foreign nationals coming to the Umited States under technical cooperation 
programs are subject to the following security checks: 

The consular office of the diplomatic missions in the various countries makes a 
check of local sources for visa purposes. In addition, on the basis of biographical 
data submitted on each participant the FOA/W Security Division makes a name 
check of the files of the Federal Bureau of Investigation and the Central Intelli- 
gence Agency. The visa is not delivered to the participant until favorable results 
of the FOA/W check are received in the mission. 

During the calendar year 1953, security checks were made on 4,840 foreign na- 
tionals, out of which 24 were denied visas on the basis of adverse information 
received as a result of the Washington security checks. For the calendar year 
1954 to date, 3,960 have been checked on with 2 being denied clearance. 

In the case of the Yugoslavian participants, FOA operates on the assumption 
all participants from that country are members of the Yugoslav Communist party. 
Checks are made on them in the same manner as the nationals from other coun- 
tries but they are not denied visas because of membership in the Communist Party 
inasmuch as they all travel as government officials and are therefore not subject 
to the provisions of the McCarran Act. 


F, PAYMENT OF TRAVEL AND MAINTENANCE EXPENSES FOR FOREIGN PARTICIPANTS IN 
FOA TECHNICAL COOPERATION PROGRAMS 
Cost sharing 


Participants in FOA technical cooperation programs visiting the United States 
receive no personal compensation, salary grant or stipend from FOA. In many 
cases, they are on a leave-with-pay basis from their regular jobs in foreign gov- 
aa, organizations and business firms during their training in the United 

tates. 

FOA, the cooperating country government and, in some cases, private employers 
in the cooperating countries share the direct costs of the training program on an 
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agreed basis. In European and far eastern countries from which about 60 per- 
cent of FOA’s fiscal year 1954 participants will come, the normal pattern is for 
FOA to pay only those costs which must be paid in dollars—i. e., transportation 
and living costs in the United States and actual training expenses (tuition, etc.). 
The cooperating countries pay all overseas transportation costs and other costs 
which can be met in local currencies. Frequently local currency counterpart de- 
posits are required to cover FOA’s dollar outlays. Special arrangements cover- 
ing the European work-study training program are described in tab G. 

In the underdeveloped countries of the Near East, Southeast Asia and Latin 
America—which account for the remaining 40 percent of FOA participants— 
cost-sharing arrangements are made in terms of overall technical cooperation 
projects and programs. Cooperating country contributions are not normally 
applied to specific costs of training programs in the United States, although this 
is sometimes done. Thus the normal pattern in these areas is for FOA to pay 
international transportation costs as well as travel and per diems in the United 
States and direct training expenses. 

Maintenance allowance rates 

As indicated above, FOA provides a maintenance allowance for the daily living 
expenses of the participants. A maximum of $12 per day is provided to partici- 
pants when in travel status. For those remaining in one geographical location 
for more than 30 days a maximum of $8 per day is allowed, while the maximum is 
reduced to $7 per day for those who may be attending a university and for whom 
dormitory and cafeteria facilities are available at less than commercial rates 
Rates less than the maximum rates are paid by FOA when living costs in a par- 
ticular locality do not necessitate granting the maximum rate. Less than the 
maximum rates are paid by FOA when the participant receives some remunera- 
tion as free room or board, or other compensation, while undertaking training; 
for example, when a participant who is a medical doctor is given free room and 
board at a hospital or medical school in return for his intern services. 

These allowance schedules are uniform regardless of the country of origin or 
personal status of the participant. The schedules have been worked out with, ana 
approved by the Department of State and are substantially identical with those 
paid by the Department under similar circumstances. A copy of the FOA mainte- 
nance allowance schedule which explains the matter in greater detail is attached. 


FOREIGN OPERATIONS ADMINISTRATION 


FOREIGN OPERATIONS ADMINISTRATION MANUAL 


Order No.: 1359.1, page 1 
Trans, letter No.: General—48 
Effective date: May 16, 1954 


Subject: FOA regulations governing transportation expenses and maintenance 
allowances for foreign nationals undertaking training, study, or observation 
in the United States under FOA auspices. 

Supersedes: All previous schedules heretofore established by FOA and by its 
predecessor agencies. 

I. General 

The schedule of maintenance allowances for the foreign nationals brought to 
the United States (including Hawaii and Puerto Rico) for training, study, or 
observation under the FOA technical cooperation program, embodied herein, 
shall be adhered to by the various Federal agencies participating with FOA in 
the conduct of training, study, or observation programs for foreign nationals 
within the United States (including Hawaii and Puerto Rico) and with respect 
to the foreign nationals referred to such agencies by the FOA and who are 
financially supported in whole or in part by funds furnished to such participating 
agencies by the FOA. 

This schedule of maintenance allowances supersedes all previous schedules 
heretofore established by FOA and by its predecessor agencies. 

This schedule of maintenance allowances shall not apply to the foreign na- 
tionals undertaking study, training, or observation in the United States under 
the general auspices of the U. N. on behalf of whom the FOA makes funds avail- 
able to the participating Federal agencies to recompense such agencies for their 
administrative costs for arranging for such training programs. 
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IT, Authority 


Under the authority of section 108 of the Department of State Appropriations 
Act, 1954 (Public Law 195, 83d Cong.), the per diem rates set forth herein in 
part III have been. prescribed by the Secretary of State, with the approval of 
the Bureau of the Budget, as the maximum rates of per diem in lieu of sub 
sistence, for participants receiving their training within the United States under 
the sponsorship of, and with funds administered by, the Foreign Operations 
Administration. 


I1I. Schedule of maximum rates of per diem 


A citizen of a foreign country who is in the United States (including Puerto 
Rico and Hawaii) under the sponsorship and authorization of the Foreign Opera- 
tions Administration for study, training, or observation (a “participant”) shall 
receive the following transportation expenses and maintenance allowances, except 
where by agreement between FOA and the cooperating government all or part 
of the transportation expenses and maintenance allowances are borne by the 
participant or by the cooperating government. 

A. Transportation erpenses.—Minimum available first-class accommodations 
on oceangoing vessel, airplane, railway, motor coach, taxicab, or other means 
of conveyance necessary to transport him over an itinerary which is authorized 
and approved by the Foreign Operations Administration. 

B. Per diem.— 

1. Not to exceed a maximum of $12 per diem in lieu of subsistence and all 
incidental maintenance expenses (other than transportation expense as pro 
vided in see. III A above), while in a travel status within the United States 
(including Puerto Rico and Hawaii). Normally a participant will be regarded 
as in a travel status unless he is to remain in a single geographical location for 
a period of more than 30 days. 

2. Not to exceed a maximum of $8 per diem in lieu of subsistence and all inci- 
dental maintenance expenses (other than transportation expenses as provided 
in sec. III A above), including gratuitous fees, effective upon the arrival of the 
participant at a single installation or geographical location where he is to remain 
for a period of more than 30 days; when a participant so assigned takes a field 
trip of more than 48 hours duration which is approved by FOA or by a partici- 
pating Federal agency, the participant may be placed in travel status during the 
time he is on the field trip. 

3. Not to exceed a maximum of $7 per diem in lieu of subsistence and all inci- 
dental maintenance expenses (other than transportation expenses as provided 
in see. III A above), including gratuitous fees, for participants when dormitory 
and cafeteria facilities are available at academic institutions at rates and costs 
less than charged for comparable facilities by commercial establishments, 

4. In accordance With the provisions of subsections 1, 2, and 3 of this section B, 
and as appropriate, per diem may be continued during the intervals between 
periods of training, study, or observation, and during a period when a partici- 
pant is obliged to remain in the United States because of emergency conditions 
IV. Determination of rate of per diem 

Responsibility for determining the status of a participant in order to fix the 
rate of per diem to be paid such participant at any given time shall rest with 
the appropriate functional office in FOA/W (i. e., labor affairs, food and agricul- 
ture, industrial resources, and publie services) or, if a participating Federal 
agency immediately supervises the program of the participant, by the training 
office of that agency within the regulations stated in section III B 1, 2, and 3 of 
this regulation. 

V. Statement of intent 


It is hereby declared to be the intent of the FOA that uniformity of treatment 
shall be accorded the participants regardless of geographical origin, social, politi- 
eal, or professional position in their home country, or any other considerations. 
Therefore, all participants in a comparable status in the United States shall be 
granted the same rate of per diem. 


VI. Effective date 


The schedule of maximum rates of per diem set forth in section ITI B shall 
take effect on May 16, 1954. 
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Instructions relative to the provision of additional funds, where necessary, for 
the payment of the rates of per diem set forth in section LII B will be issued 
separately. 


G. INFORMATION ON FOA WORK-STUDY TRAINING PROGRAM 


General purpose of the work-study training for productivity program (WSTP) 

The WSTP is designed for skilled and semiskilled craftsmen who come to 
America for a year of work and study. Their practical experience on regular 
industrial jobs combined with a part-time study program gives them the oppor- 
tunity to study and observe the many technical, economic, and human factors 
which comprise American productivity. 

The study phase of their experience is designed also to give them an under- 
standing of the principles and practices of management as experienced by the 
worker; to acquaint them with union purposes, activities, and problems; and 
to let them see labor-management relations at work. They are also given a 
chance to increase their technical knowledge and, where feasible, to improve 
their work skills. The WSTP is designed to implement certain technical assist- 
ance provisions set forth in section 516 (a) of the Mutual Security Act of 1951, 
as amended. 

(See attached general statement.) 

Payments to trainees 

Following an initial orientation period of approximately 3 weeks, during 
which time WSTP trainees are given a daily subsistence of $6, the FOA pays 
subsistence only when the trainees are involuntarily unemployed. 
Responsibility of sending governments 

The sending governments are responsible for the travel expenses of all trainees 
to New York and return. 

In some few cases the governments provide certain subsidies to the dependents 
of WSTP trainees while they are in America. In most cases, however, the men 
have to make their own arrangements. 


Types of employment and earnings 

(See attached analysis of jobs and earnings.) 

Participants earn their own living expenses; they buy their own books; they 
pay for*many plant visits and, of course, they pay income and social-security 
taxes. Union members pay their union fees and dues. 


Grant of permission to work 


The following designation of the WSTP program by the Department of State 
gives permission for the trainees to engage in remunerative employment during 
their year in America: 

“A program of the Mutual Security Agency to bring groups of skilled and semi- 
skilled European workers of potential leader caliber to especially selected indus- 
trial communities in the United States, for not more than 1 year of appropriate 
work experience in local industries and special courses of study in local schools 
and colleges, directly controlled and administered by local joint labor-manage- 
ment school committees, with regular supervision and direction from the Mutual 
Security Agency work-study training for productivity program field organization, 
in accordance with policies and methods designed primarily to insure acquisi- 
tion by the selected workers of detailed knowledge of, and wide experience with, 
American industrial labor-management relations, labor unions operations, and 
other nonmechanical, nontechnical aspects of the American system of indus- 
trial production, and secondarily to promote the mechanical and technical skills 
of the participants, as a means of strengthening democratic leadership in Euro- 
pean labor unions and generally fostering productivity in the various countries 
scheduled to receive technical assistance under Public Law 472, 82d Congress, 
as amended.” 


Role of universities, labor, and management 


FOA conducts the WSTP program by contract with colleges and universities 
located in industrial communities where employment is available. 

In each community the full cooperation of labor and management is secured 
prior to the introduction of a WSTP unit. In all cases committees composed of 
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management, union, and university representatives are formed as advisory 
groups to the projects. These committees meet regularly and assist and facili- 
tate project plans in many ways. 
Standards governing selection of trainees 
FOA missions in Europe are instructed to implement the following criteria 
in the selection of prospective trainees: 
(a) 22-33-year age limit; 
(b) Graduates of high school or its equivalent ; 
(c) Some English proficiency ; 
(d) At least 2 years of industrial work experience beyond apprenticeship ; 
(e) Character and potential leadership ability ; and 
(f) Good health and no physical defects. 


Selection committees 






Each country was asked to constitute a selection committee composed of repre- 
sentatives from industry, labor, and education, 


Role of private support 
The WSTP trainees get no private support from United States sources. Their 
earnings are their sole source of support as long as they continue to hold jobs. 


Subsistence allowances are given by FOA only when they are involuntarily 
unemployed. 








THE WORK-STUDY 





TRAINEE PROGRAM OF THE FOREIGN OPERATIONS ADMINISTRATION 





I. Purpose of WSTP 


The WSTP is a plan under which the FOA brings skilled young bench-level 
workers to America for a year of training and work. These men are placed on 
regular industrial jobs where they work with and learn from American workers. 
The men are trained in seminars and classes designed to acquaint them with 
the American economic system, Management principles and practices, union 
organization and activities and labor-management relations. The experiences 
of the men in their study program, on their jobs, in their communities, and in 
various organizations are designed to acquaint them with the variety of tech- 
nical and human factors affecting productivity in America. It is hoped that 
they will be prepared to share their experience and knowledge with their fellow- 
workers when they return to Europe. : 

II. Background 


During the past 2 years more than 1,000 young men, and a few women, have 
participated in the WSTP. They have been located in communities like St. 
Louis, St. Paul, Chicago, Buffalo, Syracuse, Springfield, and Cleveland. 
400 participants are in the United States at any one time. 


III. Local operation 


Nearly 


Local WSTP projects are established in communities where there is a demand 
for skilled workers and where local management, labor, and universities can 
be secured to cooperate in undertaking these projects. A local volunteer ad- 
visory committee representing these three groups is formed in each community. 
The committee assists in placement, interpreting the program to the community, 
and in other ways helping the university with which FOA has a contract. 

An orientation program and needed English instruction up to a maximum of 
8 weeks merge into a weekly seminar program which lasts throughout the year. 
The seminar program covers basic economic and social aspects of American 
life; management and union organization and activities; and labor-management 
relations. Participants also take one technical course from the regular curricu- 
lum. Plant visits, participation in union and management activities, and re- 
lationships to community life are also facilitated and encouraged. 

IV. Types of jobs held by workers 


The participants have thus far been placed primarily in the metal trades 
field. The jobs most frequently held are: Machinists, assemblers, tool and die- 
makers, machine operators, draftsmen, mechanics, lathe operators, and cabinet- 
makers. They have earned all the way from $1.10 to $3 an hour. 


V. 





Cost 


The countries pay all international travel costs. The FOA pays for domestic 
travel, for training and placement costs, and for maintenance costs if men are 
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nemployed. Because the men pay their living costs from earnings the pro 
gram is one of the least expensive of all FOA programs 

I. The experience to date 

With few exceptions the participants, employers, universities, unions, and the 
countries in Europe te which the men have returned are enthusiastic about the 
program. Many participants not only experience substantial general and pro 
fessional advancement but they also come to know America as it really is. They 
return, in large numbers, to positions of larger responsibility where they will be 
ssets to their employers and to America for years to come. 
VII. Some values of the earn-and-learn pattern 

The WSTP permits to workers to be here long enough to understand not only 
the methods but the moods of America. They live, work, and study with their 
fellow workers. They come to know community life intimately. And last, but 
not least, Americans come to know Europeans whom they discover to be highly 
killed, mature, and intelligent people. 


inalysis of employment data on 301 group-I participants in the work-study 
training for productivity program 


Relation to previous skill 











Per- 
['ype of position — — Hourly rate range and average , Some |. Nore: 
. Closely ; 
total Same} volated what | lation- 
— related | ship 
Machinists 33 | 13.0 | $1.30 to $2.10; average $1.73 6 16 9 : 
Assemblers 30 | 12.0 | $1.10 to $1.81; average $1.50 j f 6 16 
oolmakers, tooland die | 26 | 10.0 | $1.35 to $2.02; average $1.75 i 18 2 
makers | 
Machine operators. - 21 8.0 | $1.33 to $1.78; average $1.55 ] 6 10 ‘ 
raftsmen_. 13 5.0 | $1.38 to $1.875; averar 61 3 4 5 
Mechanics | 11 4.0 | $1.30 to $1.96; average $1.58 2 6 2 
ithe operators | 10 3.9 | $1.34 to $1.92; average $1.58 2 l i 
Maintenance machinists 10 3.9 | $1.67 to $2.15; average $1.89 l 2 7 
sbinetmakers and wood ‘ 3.0 | $1.19 to $2.00; average $1.58 I 6 2 
workers. 
Electricians . 3.0 | $1.66 to $2.65; average $2.03 ] 6 l 
Plumbers. | . 3.0 | $2.70 to $3.00; average $2.84 3 
Chemists... 6 2.0 | $1.40 to $2.00; average $1.63 2 4 
Designers f 1.9 | $1.50 to $2.36; average $1.77 l l 
Maintenance repairmen 5 1.9 | $1.36 to $1.66; average, $1.52 1 4 
Research analysts 4 1.6 | $1.44 to $2.35; average, $1.72_- { 2 
Welders_. 4 1.6 | $1.50 to $1.71; average, $1.65 1 
Inspectors... - 4 1.6 | $1.40 to $2.06; average, $1.70 3 I 
Methods engineers 4 1.6 | $1.25 to $1.99; average, $1.70. _. 1 2 1 
Electronic technicians. . 3 | 1.2 | $1.35 to $1.60; average, $1.58... l 2 
Wiremen... 3 1.2 | $1.40 to $2.75; average, $1.87 2 
Testers... 3 1.2 | $1.40 to $1.46; average, $1.44... 2 I 
Appliance mechanics... 3 1.2 | $1.12 to $1.47; average, $1.35_.._- 1 1 1 
Electrical engineers-. .. 3 | 1.2 | $1.50 to $1.85; average, $1.70- 1 1 1 
Patternmakers_ 2 08; $1.40 to $1.50; average, $1.45 l l 
Molders.... 2 08) $1.62 to $1.73; average, $1.675 l 1 
Electrical helpers..... 2 . 08; $1.50_... 2 
Painters_... 2 . 08) $1.40 to $2.25; average, $1.825--_- l 1 
Troubleshooters... 2 08) $1.10 to $1.25; average, $1.175- .- l 1 
Engineers helpers - - 2 08) $1.35 to $1.45; average, $1.40... -. 1 l 
Body mechanics. -- ..-- 2| .08| $1.60 to $1.80; average, $1.70. .._- 1 L is 
Setup men. 2 | 08; $1.44 to $1.50; average $1.47 2 
Goldsmith 1 04) $1.25 l 
Paper quality controller 1 . 04) $1.17 1 
Appliance relay  tech- 1 - 04) $1.63... I 
nician, 
Efficiency student-... 1 04, $1 a l 
Mechanical clerk 1 04) $45 per week _- l 
lronworker-. 1 04; $1.50. l 
Presser........ 1 04, $1.00__- l 
Lithographic-cameraman 1 04) $2.52 ! 
Seamstress_ 1 - 04) $0.95... l 
Trueker.. pide l 04) $1.25... l 
Sheet-metal worker . - - 1 04 $1.85_.. l 
Total 252 Average hourly wage $1.676 42 99 82 29 
Percent of total 17 39 33 Ll 


45661—54—_8 
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SUMMARY BY COUNTRY 


RTI nnn wathtidninss is balieebecneee ce ea ee ee ee 2 
MIs cited bok be ere apie enenti tees 6 EE 
ee _ 7 i a ae alte ‘ ‘ 34 
ye aethe <> oa ca Ce ee ee ale: 8 
SUTIN) nox saqesh tac ptiais-asiicaies orcenaecade-ndieeedmetammnct tind aaes teareaaean = eens | Ol 
RS en 4 wales A ip itha eee 1. aos { 
Italy__ 2 ees - aaend ene h4 
Netherlands_- ances + cede pbetacainn ade 17 


Norway... ae i a 
Switzerland_ 
Portugal ...nnn=< 


Regularly employed 


Transferred to in-plant training - aie loud 
Transferred to Drexel Institute : 7 25 


Returned to Europe 







TOON naiki, 








H. STANDARDS OF SELECTION OF FOREIGN PARTICIPATANTS IN FOA TECHNICAL 
COOPERATION PROJECTS 
Background 


Training of foreign nationals in the United States under FOA auspices is 
arranged as a part of a planned development program in a particular technical 
administrative or economic field in the cooperating country involved. Partici- 
pants are nominated by their governments and approved by FOA primarily be- 
cause of the particular positions they hold in the government or private agency 
or institutions responsibile for carrying out the program involved. The training 
provided in the United States is almost always in the nature of inservice train- 
ing or observation in a United States governmental agency, or private firm or 
institution, or special courses at technical vocational training institutions. It 
almost never involves regular academic course work. The training arranged 
is geared to the needs of the country program rather than the individual’s per- 
sonal advancement. There are no broad categories of participants such as 
“students” or “specialists” or “leaders.” 

Qualifications 


With the above background information in mind, it is clear that no general 
standards of educational or other qualifications would be applicable to FOA’s 
programs. The training itineraries are developed specifically to fit the needs 
of the countries and the backgrounds of individuals selected because of their 
positions rather than selecting individuals to fit into some preconceived train- 
ing course. 

Thus the only general requirements for FOA participants are: 

1. That they have some knowledge of English (except in the case of short- 
term teams where interpreters are provided). 

2. That they have sufficient technical background so that it is possible to 
arrange a meaningful training program for them in the United States. 

Certain special FOA technical cooperation projects have special standards for 
participation. These standards for the work-study training program and the 
visiting scientists program are set forth in tabs G and K of this report, re- 
spectively. 


I, INFORMATION ON UNITED STATES TEACHERS IN FOA TECHNICAL COOPERATION 


PROGRAMS 
Background 


About 2,500 American technicians of all kinds are working overseas under FOA 
auspices during fiscal year 1954. All of these are acting as teachers in the sense 
that their major job is to transmit specialized knowledge and skills to the peo- 
ples of the countries in which they are stationed. This indeed is the purpose of 
the whole technical cooperation program. On the other hand, almost none of 
them are acting as teachers in the normal sense of being regular exchange mem- 
bers of the faculty of a foreign school or college. 

The great bulk of FOA technicians act in the capacity of expert consultants 
to foreign government agencies, private organizations, and business firms abroad. 
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fheir job is to improve the workings of these institutions by improving their 
technical and administrative methods and the technical content of the informa- 
tion these institutions in turn pass on to the peoples of their countries. 

Many of the FOA personnel who do these consulting jobs are drawn from voca- 
tional schools and colleges and universities in the United States, either by direct 
employment by FOA or under FOA-financed contracts with their United States 
schools, 

Again, many of their “clients” are educational institutions of various types in 
he cooperating countries. In fact, one of the major fields in which FOA operates 
s the improvement of technical and vocational education. In serving these 
“clients,” FOA technicians do a certain amount of demonstration teaching, but 
this is never their main function, as is the case with the normal Fulbright or 
Smith-Mundt exchange professor or teacher. 

FOA technicians in this work are paid regular foreign-service salaries and 
illowances or contract consultant fees as would be expert consultants working 
full time in any other field of activity. 

The following information on FOA employment of teachers should be read in 
the light of the above background analysis. 

FOA education program 

There are approximately 400 established positions for direct FOA employment 
in FOA’s worldwide education program. Of these, approximately 100 relate to 
positions with established institutions, most of them vocational schools. All of 
these 100 positions call for some demonstration teaching, usually for 25 to 50 
percent of the time of the FOA technicians. Very few call for more than one-half 
time on teaching, since it is against FOA policy to provide teachers as such. All 
positions, therefore, call for the incumbent to spend a major portion of his time 
in curriculum revision, consultation, demonstration teaching, teacher training, 

and improvement of methods. They also are involved in general advice to Min- 
istries of Education and frequently are on tour advising the administration of 
various school systems or educational institutions on special problems. Exclud- 
ing the vocational fields, the majority of FOA education employees are not pri- 
marily teachers, but have had experience as principals, superintendents of schools, 
or in other administrative positions. 
Teaching in other fields 

There are several technicians in the agricultural, public health, and other 
divisions of USOM’s who do some teaching, but a quick estimate would be that 
not over 100 altogether out of nearly 2,200 in fields other than education are 
involved in teaching in established institutions, and again this is entirely on a 
part-time demonstration basis. FOA rural education programs, as is the case 
with all FOA education, are designed to train native leaders and teachers, since 
it would be impossible to supply teachers from the United States. 

FOA university contracts 

FOA university contract programs are for the purpose of developing the func- 
tional education of the foreign universities. 

FOA now finances some 36 active university contracts, according to the attached 
schedule. These involve agriculture, engineering, medicine, public health, teacher 
training, public administration, business administration, home economics, and 
English language training. It is estimated that these contracts call for approxi- 
mately 200 employees who remain on the payroll of American universities to do 
some demonstration teaching in foreign colleges and other institutions. Again, 
virtually all of these contract employees spend half or more of their time in 
functions other than straight teaching. 


Office of Education Participation 


FOA requests personnel nomination and advice from the United States Office 
of Education with respect to the great majority of professional education posi- 
tions and accepts their nominations in the great majority of cases. 








110 MUTUAL SECURITY ACT OF 1954 












Foreign Operations Administration planned program for education in 


under 
developed areas for fiscal year 1954 


[Thousands of dollars 






United States 








technicians Trainees Supplies 
Country £ . : and Other lot 
_ equip costs cost 
N l- . ‘i - . , 
un Cost Num Cost ment 


ber 





ber 





Total 448 










Africa 






Egypt 


Ethiopia 7 482 : ae i 62 
Liberia 6 07 4 10 34 
Libya... 10 155 15 30 99 281 


Far East 












China (Formosa 26 18 lil 349 4s 
Indochina (Associated States ( 12. 27 27 5 
Philippines ( 137 85 363 1, 360 1, & 
Thailand ( 260 44 220 215 t 


Indonesia 


Latin America 



























Bolivia 14 150 9 32 2140 9 
Brazil 29 202 6 22 2473 6% 
Cuba 3 12 1 
Dominican Republic 7 67 2 6 2 52 1 
Ecuador. 9 85 8 32 285 a 
E] Salvador i 5 47 9 15 215 7 
Haiti 5 28 3 5 2102 l 
Honduras 9 101 s 9 2 141 2 
Mexico l 10 3 9 4 2 
Nicaragua... é y 84 4 13 2 166 2¢ 
Panama.... ' x 92 12 20 248 160 
Paraguay 12 132 S 24 : 2 229 BM 
Peru ll 118 i 2177 29 
Regional. _. 4 20 A 25 2 
DOT’s. 3 é 


Near East 


Iran 





a 65 839 23 82 1, 655 2, 57¢ 
Iraq - 14 225 2 5 100 29 
Israel ‘ieee 6 99 7 20 7 27 
Jordan ’ 7 77 | 6 18 45 147 
Lebanon. ‘ 6 74 4 r g8 2 


Saudi Arabia 


South Asia 





Afghanistan 


India ; 10 170 39 45 1,703 |.. 1, 918 
Nepal 2 19 2 10 15 |.. i4 
Pakistan ; 3 54 30 150 a 204 


1 Not available 
2 Includes grants to services 
* Excludes $485,000 for development assistance. 


Source: Statistics and Reports Division, Office of Research, Statistics and Reports. 


Foreign Operations Administration funds obligated or programed for cooperative 
educational programs in underdeveloped areas, by fiscal year 


[Thousands of dollars} 









Obligated 


5 rati : ta ___| Programed, 
Cooperating countries fiseal 1954 






| Fiseal 1952 Fiscal 1953 


















Total. 12, 141 14, 042 14, 789 
Africa 926 784 2, 021 
Far East. 4, 098 5, 683 3, 480 
Latin America. 1, 862 2, 992 
Near East 3, 958 3, 747 
South Asia_... 1,755 2, 5 











Source; Statistics and Reports Division, Office of Research, Statistics and Reports. 
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FOA financed college contracts in force as of April 1954 


Country 


Brazil... 


Brazil 
Panama 


Peru... 
Colombia... 


Yugoslavia... 
Yugoslavia... 


Lebanon (Reg,) - 


Lebanon (Reg.) 


Lebanon (Reg.) 
Lebanon (Reg 
Lebanon ( Reg.) 
Afghanistan 
Afghanistan 


Ethiopia 
India. 
India 
India. 
Iran 
Iran 

. Iran 


Iran 
Iraq 
Iraq : 
Liberia__. 
> FUsReP ki... 


», Me nonennen 


2. Burma 


3. Burma 
. Philippines... -- 


5. Philippines... --. 
. Philippines___-. 


| United States university 


| Bradley University... 


| Georgetown University 


. Philippines... .- | 
. Taiwan... anal 


Oo“ ieseseneas 


Thailand 


LATIN AMERICA 


. | 
Field of activity 


|Months 


Agriculture and home eco- 
nomics 

Business administration... 

Agriculture and home eco- | 
nomics. 

Publie health (nutrition) ...} 
Agriculture. 


Purdue University.. 


Michigan State -- 
Arkansas University.. 


Harvard University. 
Michigan State-.-._- 


EUROPE 


Georgetown University English Language Training 


.do ° do. 


NEAR EAST, SOUTH ASIA, AND AFRICA 


American University of | Education 
Beirut. 
do... Education, (engineering, ag- 
riculture, public admini 
Stration). 
ince Agriculture 
i ts Medicine 
do Ceacher training 
W yoming University Agriculture 
Columbia University | Education 
Teachers College 
Oklahoma A.and M Agriculture 
Illinois University... do 
do.. Engineering... 
Wisconsin University do 
Utah University Education, medicine 
Utah State College Agriculture 
Brigham Young Education (secondary 
versity. 
Syracuse University. 


Uni- 


Education (audiovisual 
Education (vocational 
Agriculture 

Law 

English-language training 


Arizona University... 
Cornell University 


FAR EAST 


Engineering 
metry. 
Engineering... 


Cornell University-.- photogram- 

Massachusetts Institute 
of Technology. 

Armour Institute of 
Technology. 

Iowa University 


Industry development 


Engineering (design labora- 
tory). 

Agriculture--.-.. 

Publie administration 

Engineering......... 
pica * 

Vocational education .- 


Cornell University 

Michigan University... 

Stanford University.._-- 

Purdue University._.... 

Pennsylvania State Col- 
lege 

Washington University 
(St. Louis). 


Medicine 





Contract period 


End 


June 1954. 


June 1955 
May 1954. 


November 1954. 
May 1954 


June 1953 
December 1954 


June 195 


June 1955 


June 1954 
June 194 
June 1954. 
June (954, 
June 1956. 


June 1954. 
June 1955 
June 1956 
September 1955 
June 1954 
May 1954. 
Septem ber 1954 


October 1954, 
June 1954. 

June 1954. 
June 1955. 
December 1954. 


March 1955. 
June 1954, 
November 1955, 
June 1955. 
December 1954, 
Do 

November 1955. 
December 1955. 


June 1955. 


June 1954, 
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ALLOWANCES OF TECHNICIANS WORKING ABROAD UNDER FOA AUSPICES 


















Background 


The primary purpose for which technicians are sent abroad under FOA aus 
pices is to work as technical advisers on specific development programs and 
projects being carried out by foreign governments and private agencies and 
institutions in cooperating countries. All such services are specifically requested 
by the cooperating government and approved by FOA. These are full-time 
technical jobs with the individuals involved being committed for a 2-year 
term of duty unless the particular project in which they are engaged is of 
shorter duration. 

The basic character of these jobs can perhaps be understood most clear|, 
in the fairly common arrangement under which a particular technician or a 
United States consulting firm or university is hired on contract by the foreign 
government concerned, with FOA and such government sharing the costs of the 
contract. Under such circumstances, it is obvious that the technician or firm 
involved could not be employed without paying the full going United States 
Salary rate for the particular professional services required, plus payment of 
such extra allowances and differentials as the extra costs and difficulties of over 
seas employment warrant. For several obvious reasons, it is more workable 
for everyone concerned in a majority of cases for individual technicians to be 
employed by FOA and, in effect, detailed to the foreign agency involved, than 
for them to be employed directly by such a foreign agency. For similar reasons, 
it is frequently preferable for FOA to enter contracts with United States firms, 
colleges, etc., on behalf of a foreign agency or institution, rather than for them 
to make such contracts directly. In both of these situations, the salaries and 
allowances of the individuals concerned again must be at the full going rate 
for the services required. 

In no case does employment on FOA programs involve any element of grant 
or award to the individuals involved for the purpose of advancement of his own 
professional career. 

Salary and allowance payments to direct FOA employees 

Given the above basic situation,’ FOA utilizes regular Foreign Service 
Reserve, Foreign Service Staff, and related salary and allowance scales, as 
established by law and by the Secretary of State under the authority of law to 
compensate its dircet employees overseas. The salary of each individual is 
basically determined by the classification of the position to which he is assigned. 
Allowances are determined, in relation to the basic salary, on the basis of the cost 
of living and other factors in the particular foreign locality to which he is 
assigned. Thus an agricultural technician doing similar work would be paid 
the same basic salary whether he is in Iran or in Formosa. Post and living 
allowances and hardship differentials vary from post to post but are the same for 
all employees in the same salary category at each post. 

The compensation schedule for technical positions at overseas posts is set in 
accordance with the same classification standards as applied to positions in the 
departmental services. Grades are determined on the basis of duties performed 
and Civil Service Commission classification standards are applied with general 
schedule grades being converted to equivalent Foreign Service grades. 

Grades vary between individual countries because of the scope of the program 
and projects within the countries. Thus directors of country programs in the 
fields of education, agriculture, industry, or health and sanitation generally 
carry a grade of FSS—1 (entrance salary $9,950 per annum). Specialists within 
these general occupational groups with nationwide responsibility for conducting 
a program in such fields as vocational education or agriculture extension are 
generally classified at FSS-3 (entrance salary $8,481 per annum). Fully quali- 
fied technicians working under the direction of these FSS-—3’s generally have 
their positions classified at FSS—5 (entrance salary $7,095). Any variance from 
this pattern is based on differences in scope of the country program, as indicated 
above. 

In determining candidates’ qualifications for these positions, prior experience, 
education, and level of earnings are the major factors considered. Under these 
qualification standards, compensation of technicians by FOA is generally closely 
related to their earning level at the time they are employed, and administrative 
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limitations are applied to any salary increase which may be granted over any 
previous earnings. 

The salary levels for each grade are set forth in detail in table 1, attached. 
The allowances paid at various foreign posts are summarized in table 2, attached, 


Salary and allowances of contract employees 

When FOA contracts with a United States firm or college, or when it partici- 
pates in the financing of a foreign government contract with such firms or 
colleges, salaries are based on the normal rates paid by the United States 
employer involved. These are usually higher than Government salaries in the 
case of commercial firms and frequently somewhat lower in the case of colleges 
and voluntary agencies. Allowances are geared to the Foreign Service schedules 
described above. 


Cost sharing on technicans. 

In former MSA countries (Europe, including Greece and Turkey, and the Far 
East), FOA normally pays only the dollar salaries and United States travel 
expenses of the technicians involved. The foreign governments pay overseas 
transportation costs and all allowances, etc. In the former TCA countries (Near 
Kast, Southeast Asia, and Latin America), cost sharing is based on agreed 
United States and cooperating government contributions to the overall costs of 

particular development program. FOA normally pays the full costs of the 
United States technician services involved while the cooperating government 
makes its contribution by paying other types of costs of the program. 
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TABLE 2.—Allowances paid to typical FOA technicians (as of May 30, 1954) 


[Allowance for FSS-3 technician with family, basic salary $8,481 per annum] 


Post (cost Maximum 
fardship . 
Hardshi of living quarters 


differenti 
ul allowance allowances 


Addia Aboba, Ethiopia. ‘ ‘ 5 $600 2, 80K 
Amman, Jordan 5 300 400 
Ankara, Turkey “ 600 2, 800 
Asmara, Eritrea , 600 
Asuncion, Paraguay on 5 , 500 
Athens, Greece + . a 600 
Baghdad, Iraq d 4 5 600 , 000 
Bangkok, Thailand 400 
Beirut, Lebanon i 300 2, 400 
Bogota, Colombia. . é ‘ 900 2, 800 
Brussels, Belgium . 4 300 », 400 
Caracas, Venezuela , 200 
Cairo, Egypt ; , 000 
'rujillo, Dominican Republic , 500 , 000 
Copenhagen, Denmark ata ‘i . ; 2, 000 
Dakar, French West Africa. -. 25 800 , 800 
Damascus, Syria 5 2 2, 000 
Djakarta, Indonesia - - -- ie se a ’ . , 200 
Geneva, Switzerland : 4 600 , 400 
Germany (all posts) 3 é 200 
Guatamala City, Guatamala ‘ ‘ [ 900 3, 000 
Habana, Cuba 4 s Sites ‘ . 100 3, 000 
The Hague, Netherlands . , 600 
Jidda, Saudi Arabia | 25 , 500 000 
Kubul, Afghanistan - - - 25 , 600 
Korea (all posts) = Saws ‘ / , 200 
Karachi, Pakistan - - . . 25 , 200 400 
Katmandu, Nepal- - - - 25 600 400 
La Paz, Bolivia 500 
London, England - . 400 
Lima, Peru ‘ 50K 
Lisbon, Portugal. > 4 : J 2, 000 
Managua, Nicaragua . 000 
Manila, P. I_--.. > ote ‘ 500 000 
Mexico, D. F., Mexico = 000 
Monrovia, Liberia 25 , 500 000 
Montevideo, Uruguay -- wane 4 4 sdbdue 000 
New Delhi, India . : 5 300 | 600 
Oslo, Norway “s 4 Be | 000 
Panama City, Panama --. da | 600 | 500 
Paris, France. .........-. ‘ | 600 400 
Port-au-Prince, Haiti_-- | 400 
Quito, Ecuador-~- bs 4 ‘ 500 
Rangoon, Burma... sia ; | | 900 600 
Rio de Janeiro, Brazil... “ | 000 
Rome, Italy. .- as ; : | 600 | 
Saigon, Vietnam __....-.-- j 2! 2, 100 
San Jose, Costa Rica..__-. ’ | | 
San Salvador, El Salvador-. 900 
Santiago, Chile... ; pa | 
Stockholm, Sweden... ......--. ‘ er 180 | 
Taipei, China.....-- hate a 
Tegucigalpa, Honduras--._-.-. 600 | 
| 


to tS = = dS 


no 


600 
200 
500 
000 
600 
, 000 
, 200 
, 400 
, 400 
, 400 
, 600 
, 600 
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Tehran, Iram.........- 
Tel Aviv, Israel... --- 
Tripoli, Libya. 
Vienna, Austria 


—— BS et 


K. INFORMATION ON FOA VISITING SCIENTISTS PROGRAM 


(Notre.—The following statement has been prepared by M. H. 
Trytten, Director, Office of Scientific Personnel, National Academy 
of Sciences National Research Council.) 


Background 

The visiting scientists program supported by the Foreign Operations Admin- 
istration and administered by the National Academy of Sciences-National Re- 
search Council under contract with the Foreign Operations Administration, origi- 
nated in conversations among leading scientists and was presented as a concept 
by scientists to Mr. Harold B. Stassen early in 1953. At that time he indicated 
favorable reaction to the idea of such a program provided it could be adminis- 
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tered by a non-Federal agency such as the National Academy of Sciences-National] 
Research Council. The Academy-Research Council was agreeable to the admin- 
istration of such a program and negotiations were undertaken to arrive at a 
suitable agreement 

However, programs of this kind, according to our understanding, must be 
proposed by the Organization for Buropean Economic Cooperation. The matter 
was presented to them by the chief scientist, Dr. Eugene Scott, of the Paris office 
of FOA and was enthusiastically received. A communication to that effect was 
earried by Dr. Scott to the Washington office, and on the basis of this arrange- 
ments were completed with the NAS-NRC, 
Relation to other programs 


This program is similar to other programs of exchange of persons as carried 
on under the authority of the Smith-Mundt Act, the Fulbright Act, and others. 
It does, however, have definite distinguishing characteristics which make it more 
specifically of interest to the Foreign Operations Administration and place it 
within the category of activities of exchange of persons carried on by the FOA 
It is our understanding that the interest of the FOA is in the strengthening of 
the economic structures in foreign nations so as to eliminate eventually the 
need for American economic assistance when these countries become economically 
self-sufficient and are no longer in danger of being taken over by Communist 
activities because of economic insufficiency. 

More specifically, this program seeks to bolster foreign economic strength by 
increasing the close relationship between fundamental science and its industrial 
applications so characteristic of the highly effective American technological 
structure. It seeks to do this by bringing to the United States especially compe- 
tent and promising young scientists at the postdoctoral level to work in basic 
research in American universities for a period of 2 years. During this time 
they will, of course, contribute heavily to the vigor and strength of American 
basic research, but they will at the same time have a unique opportunity to 
observe the close relationship in America between fundamental research and 
industrial scientific activities. They will have an opportunity to absorb Ameri- 
ean attitudes and concepts in this general area which have been so fruitful in 
improving the American economic position. 

This program is, therefore, somewhat longer range than many other FOA 
programs, but its aims definitely place it within the category of operations 
characteristic of FOA. Nevertheless, it does have aspects similar to those of 
the Fulbright program and of the Smith-Mundt program in that there is every 
reason to expect that these brilliant young scientists in returning to their own 
countries will carry with them into key spots in their own economies and aca- 
demic activities an improved understanding of America and its ways. 

While it is conceivable that all of the exchanges contemplated and occurring 
under this program could possibly have been carried out under the Smith-Mundt 
program, it is clear that it is quite unlikely that this would have occurred, 
since the Smith-Mundt program applies generally to all fields of academic inter- 
est and it is very doubtful that in the equitable selection of appropriate numbers 
in all of the various fields that there would have been any substantial number 
of this type of young scientist included, unless the Smith-Mundt program had 
been immeasurably greater or unless a program of this kind had been given 
overriding priority. Furthermore, it is unlikely that the type of persons now 
coming to the United States under the FOA program to carry on basic research 
would have applied in a program in which the presumption is that their stay 
will be 1 year or less. It is very difficult for an individual to change location 
in a program of basic research and produce effective results within the limited 
period of 9 or 12 months or less. The high quality of personnel arriving under 
the FOA program is made possible by the fact that they can be assured of a 
sufficient length of stay (up to 2 years) so that substantial results can be 
achieved. 
Evaluation 


It is now possible to evaluate this program to a certain extent. The reception 
of the program abroad has, as far as we have been able to ascertain, been very 
good. The caliber of the young scientists coming from abroad is high and their 
enthusiasm is great. There has been little written or said abroad in serious 
criticism of the program that has come to our notice. Occasionally critical ar- 
ticles have been written in strongly leftwing publications, such as, for example, 
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one article in a Norwegian periodical, but these have apparently produced very 
little, if any, negative reaction generally. 


Operating arrangements 


The majority of persons coming to America are young scientists who have 
ompleted their training to a level approximately equivalent to the doctorate 
degree and in some cases have research experience beyond this point. They have 
heen selected in a wide variety of fields and have been placed in American aca- 
lemic institutions throughout the length and breadth of the land. 

The administration of the program has been entrusted to a staff at the Na- 
ional Academy of Sciences-National Research Council and has been guided by 

committee of distinguished scientists who are responsible for policy. This 
omimittee and the Academy-Research Council have the cooperation abroad of 

mmittees of distinguished scientists in each country. In most countries these 
ommittees of distinguished citizens are selected by the national academics of 
science or comparable agencies in those countries. Consequently, the sponsor- 
hip of the program in each country abroad, the dissemination of the information 
ibout it, the solicitation of applications, and the selection and nomination of 
candidates for the final approval of the NAS-NRC are the responsibility of scien- 
tists, highly respected and responsible to their colleagues in their own countries, 
who are thoroughly cognizant of the scientific needs of their own nations. It is 
believed that this type of cooperation and assistance abroad has contributed 
immeasurably to the dignity and the acceptance of the program among foreign 
scientists. 

The Academy-Research Council has been happy to participate in this program, 
believing it to be a highly worthwhile enterprise. This agency is a nonprofit 
group chartered by Congress and is in its charter designated as scientific adviser 
to the Federal Government. It is, therefore, acting within its proper role in the 
administration of this program. 

As you know, the National Academy of Sciences is a body of the leading scien- 
tists of the country elected for their eminence in various fields. The National 
Research Council is the organization, established by the Academy and responsible 
to it, in which scientists throughout the country, with the cooperation of the 
major scientific and technical societies, associate their efforts with those of the 
\cademy in the furtherance of science and in service to the Government. 


L. PLACE OF LABOR LEADERS IN FOA TECHNICAL COOPERATION PROGRAMS 


FOA brings carefully selected free trade-union leaders to the United States 
under the technical assistance program to observe the practical operations of 
collective bargaining in an industrial economy. The primary purpose of these 
visits is to convey an understanding of the constructive practices in this field 
which, if adapted to particular situations abroad, could help stimulate economic 
development and expansion, and thus help further both economic and political 
stability. An important element in this program is to help strengthen free 
unions in their struggle with Communist-led groups for the allegiance of workers 
in such key countries as France and Italy where Communists still control the 
largest labor federations. Emphasis on the programs in these countries is 
placed on the development of the competence of the free trade unions in carrying 
out a positive economic role that could bring tangible benefits to workers. The 
FOA labor programs in general stress practical union operations relative to 
collective bargaining techniques, covering the use of economic data and of special- 
ized union tools in research, education and engineering. FOA labor programs 
are designed to stimulate changes in union attitudes abroad away from common 
reliance on the political sphere to greater acceptance of economic collective 
bargaining in regard to helping meet workers’ aspirations for higher living 
standards. This aspect of the program is important in countries where free 
unions are strong, but where there is need for a better understanding of the 
use of the economic tools employed in constructive collective bargaining. In 
the underdeveloped countries, where unions are only in the early stages of devel- 
opment, the basic elements of union structure and good union housekeeping are 
stressed in helping these unions to develop into responsible organizations which 
can command the respect of workers. 

For all countries, the labor programs are closely geared to overall economic 
programs in regard to productivity or general economic development which FOA 
is encouraging. In this respect, recent labor-management agreements in further- 
ance of productivity efforts in Europe are noteworthy. In part, as a result of the 
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FOA labor team visits, important labor-management agreements were recently 
concluded in support of productivity programs in the textile, clothing, and shoe 
industries in France, nationwide agreements were reached in Austria and Be] 
gium and are in the process of development in Italy in regard to special regional 
productivity programs. The close participation of the Trade Union Congress in 
Britain in the British Productivity Council stems to a considerable degree from 
experiences of trade union and business leaders who have drawn on their observa- 
tions of practical aspects of dealing with productivity in United States collective 
bargaining. 

The effectiveness of the FOA labor technical assistance program depends to 
considerable degree on the supporting field work provided by mission labor advis- 
ors who encourage appropriate selection of participants. In general, such par 
ticipants are initially nominated by the free labor organizations of the countries 
concerned. 





















M. EUROPEAN JOURNALISTS TEAMS TO THE UNITED STATES 
The list below shows the journalists teams which have come to the United 
States, under FOA program and its predecessor agencies from the European area. 
The average length of visit was 5 weeks. In all cases the visits were designed 


to support developing productivity programs in the countries involved. 




































Number 
Number and title of project | of par- Arrival date 


| ticipants 





Fiscal 1951: 


31-16 (Austria) trade union journalists. -- mb ivebbietad seiacwh 9 | January 1951. 

38-103 (France) Parisian press directors..............-..--------..-------- 9 | April 1951. 
Fiscal 1952 

38-142 (France) provincial press group- --- -- edt 9 | July 1951. 

57-150 (United Kingdom) provincial new: spape rs produetivi ity team ___.. 17 | September 1951. 

09-129 (Germany) journalists productivity team .-__... sadeahti iinet 10 | February 1952. 


38-204 (France) economic press study. 
Fiscal 1953: 


Saas aie aivan ad 8 | June 1952. 


36-223 (Denmark) labor information methods..................-.-.-..----| 10 | July 1952. 
38-192 (France) agricultural press group--................----.--------. 10 Do. 
47-169 (Netherlands) labor journalists _.............-- Gatl iauadhanieioundie 6 | Do. 
48-131 (Norway) journalists team.......................------- ile ell 9 Do. 


32-77 (Belgium) journalists team _-_.......... Sdnctdnlblicl Judebboddil | 14 | October 1952. 
Fiscal 1954: | 

36-254 (Denmark) journalists productivity team_............-..- Kini atgeal 10 

38-378 (France) trac le union press and information study 

36-260 (Denmark) economic and technical journals - - - s bowel 13 | 
Not yet scheduled for arrival: 09-270 (Germany) trade journals ‘study- | 16 


September 1953 
February 1954. 
April 1954. 








' 
ane 












N.FOA employed technicians and other program fund personnel in Iran (as of 
Jan. 1, 1954) 
























| FSS or point 
Position | Salary | 4 classifica- 
} tion 
Joint administrative services: | | 
NS OU MEET GUOOE oo. en cennchnccncnautvocditatisadennaenee | $4, 899 9 
on. col a damasaibeiaundon sceainain Gioiae = ahatliies dah coos 3, 927 ll 
Agriculture Division: | 

Chief bi dike a dbdbeudth WSs) 0bi0hsanedhot0so csetsinnchinnl 10, 030 3 
Operations SRR eee Cerner tite eee 9, 710 2 
Head, Animal Husbandry le unntnstctacninepadinerekelhatiineman sciehiia | 10, 030 2 
Animal INNES bhi i ods dee taidbaciusébuchvewcsse eset | 7, 563 3 
Dairy specialist... ...... ash hp thabadadissiutisosttinibsonnetibnckd | 8, 763 4 
Agricultural extension agent. mnisttiediniiatmenntil ID 7, 263 4 
TLS dbcetccoap Sone eb so dunt naan ae i aiesee 8, 763 | 4 
er 6 ie os i A CSI A. wens: 5, 913 5 
Head, Agronomy Branch od ones eae Sb «der cubes 8, 763 3 
Entomologist - a a a ae ea lle cin aah eae 8, 463 | 4 
Assistant Chief of Agriculture L (PEEL oo a ndibdedeacckscrepivndenspetus 4 9, 130 4 
Chief of Cooperative Division . ; 7, 263 4 
POUREY CROCE ous « denensade- ab benecwecapssr-s ¢ tntbeietisee deat btian dpi 6, 963 4 
Range revegetation ‘specialist pea awlia 6, 963 4 
Financial adviser, land dev elopment_ Bie, SUM, eddie tits cots 9, 730 3 
Cotton grading- marketing CI bhi t es est iodeed sais deel | 9, 130 | 3 
Wool grading-marketing specialist. ...................----.----.--------- 8, 763 4 
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FOA employed technicians and other program fund personnel in Iran (as of 
Jan. 1, 1954)—Continued 


FSS or point 
4 classifica- 
n 


Position Salary 


riculture Division—Continued 
Horticulturist. . 
A gronomist 
ee . 
Chief Plant Pathologist 
Adviser to dean, Agricultural College 
Agricultural extension agent 
Do 
Do... 
Do 
Do_. . 
Head, Veterinary Section 
Chief, Horticulture Section 
Extension Specialist 
Do. 
Secretary 
Audiovisual Division 
Audiovisual specialist 
Publications officer 
ymmunity Development Division 
Community analyst. 
Do 
Community planner. 
Cooperative specialist 
Secretary. 
Economie Development Division: 
Assistant Chief. 
Clerk-stenographer 
l'yping supervisor 
Education Division: 
Chief, Division of Education 
Currieulum specialist 
Education methods specialist 
Vocational agricultural education instructor 
Do 
Do 
Educational materials writer 
Building construction and woodworking engineering 
Homemaking teacher training specialist 
Do 
General educator. 
Do 
Vocational agricultural education instructor 
Do 
Vocational agriculture specialist 
Do 
Do 
Do 
Chief, Facilities Branch 
Chief, Teaching Branch 
Chief, Education Awards Branch 
Community canning specialist_.__._- 
General educator. 
Do 
Do 
Education Division, labor activities: 
Chief, Labor Branch j 
Labor training relations specialist_._. 
Master mechanic 
Plumber 
Electrician : 
Training officer (arts and crafts) 
Molder foundryman 
Secretary - 
Clerk-stenographer . . 
Engineering and Construction Division 
Chief, Engineering and Construction Division 
Hydroelectric specialist. _. 
Electrical engineer... ; 
Equipment Section Head___. 
Assistant Chief Engineer 
Construction Section Head (Housing) 
Planning Section Head (Housing) 
Construction engineer 
Chief, Water Resources Branch 
Reclamation economist--- 
Civil engineer 
Secretary... 
Clerk-stenographer 


4 
t 
4 
4 
t 
4 
3 
4 


a 


> 


Cer a 


bo 
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N. FOA employed technicians and other program fund personnel in Iran (as 


Jan. 1, 1954)—Continued 


Position 


Health Division: 
Public health statistician 
Chief, Public Health Division 
Assistant Chief, Public Health Division_-. 
Assistant Chief, Public Health Coop. (Programing 
Assistant Chief, Public Health Coop. (Operations) 
Head, Environmental Sanitation Section 
Head, malaria control 
Chief, Nurse Section 
Chief, Medical and Sanitary Supplies 
X-ray technician 
Headquarters, public health physician. _._- 
Lo 
Headquarters, public health nurse_. 
Headquarters, sanitary engineer. 
Head, Shiraz Nurse School 
Assistant Head, Shiraz Nurse School 
Nurse instructor, Shiraz School. 
Regular public health nurse. 
Do as 
Do 
Do 
Do 
Regular public health physician 
Do 
Do 
Do 
Do 
Do 
Regular sanitation engineer 
Do 
Do 
Do 
Do 
Do 
Do 
Nurse 
Secretary 
Clerk-stenographer 
Industry Division 
Industrial economic adviser 
Bleaching, printing, and finishing specialist 
Date and dried fruit specialist 
Fisheries specialist 
Export-import specialist 
Chief, Industry Branch 
Public Administration Division 
Public administration specivlist 
Program assistant. 
Clerk-stenographer 
Regional offices: 
Regional director 
Do_. 
Do a 
Rural improvement officer 
Do 
Do 
Do 
Do_. 
= 
Administrative assistant 
Do... 
Administrative officer... 
Do.. 
Do 
Do.. 
Secretary 
Do... 
Do 
Do.. 
Clerk-typist ; 
Clerk-stenographer. 
Do oon . 
Do.. anamae 
Personnel clerk. - 





1 Contract. 


Salary 


FSs or 
4 classifi 


tion 
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DEPARTMENT OF STATE INSTRUCTION 
No CA—3013 December 3, 1955 


Subject: Educational Exchange: Coordination of specialist exchange projects. 
fo: Certain American diplomatic posts. 


JOINT STATE-FOA MESSAGE 
(Reference: Department’s Circular Airgram No, CA—296 of July 21, 1953) 


To avert any possible confusion or duplication of projects between the Depart- 
ment’s exchauge programs and the technical assistance programs of FOA as a 
result of the Department’s circular airgram under reference, it appears desirable 
to restate the objectives of the two programs. 

These objectives were discussed at some length in joint State/MSA Circular 
\irgram, Control 68, of February 1, 1952, which was addressed to missions in 
countries where exchange programs of USIS and technical assistance programs 
of the Mutual Security Agency were both operating. They may be briefly stated 
as follows: 

In pursuance of the objectives stated in Public Law 402, the international edu- 
cational exchange program of the Department emphasizes the exchange of key 
people who through their jobs and their contacts can foster an appreciation of 
\merican institutions, traditions, and achievements; help to meet certain mutual 
needs of the United States and the foreign countries concerned; and contribute 
to the development of a climate of public opinion abroad which can correctly 
interpret our actions, motives and policies. 

The technical assistance programs seek to aid the efforts of the peoples of 
cooperating countries to develop their own resources and improve their working 
and living conditions. The principal means toward this end is the exchange 
of technical knowledge and skills which will aid in creating new sources of 
wealth, increasing productivity and expanding purchasing power. 

While the primary purpose of either program is a collateral purpose of the 
other, the projects of each must be developed in terms of primary objectives. 

Officers responsible for the execution of the respective programs in the field are 
expected to maintain closest liaison on the planning of programs and development 
of projects not only to avoid auy possibility of duplication but also to insure 
that the two programs mutually support and assist each other to the maximum 
feasible extent in achieving the two basic objectives of increased strength in the 
free nations and increased friendship for the United States. 

In countries where programs of the Foreign Operations Administration are 
operating, projects in technical or economic development fields will generally 
be carried out within the framework of the technical assistance programs. Spe 
cialist projects in such fields will be recommended to the Department only if 
they are considered to be of genuine importance for the accomplishment of the 
Department’s objectives and for valid reasons cannot be carried out under the 
technical assistance program. In such cases the reasons for noninclusion in 
the technical assistance program shall be clearly stated and the prior concurrence 
of the responsible technical assistance officer shall be indicated. Similarly it 
will be expected that technical assistance officers will secure the prior concur- 
rence of officers responsible for the execution of the Department’s programs before 
recommending projects in fields generally associated with the Department’s pro 
grams, such as general education, community activities, and journalism. If it 
is determined that both programs should operate simultaneously in particular 
fields, such as governmental institutions or labor affairs, in order to accomplish 
their respective objectives, there must be closest coordination at the planning 
stage to insure that projects are truly complementary. 

A review of the training and exchange of persons activities of the two agencies 
is being undertaken by FOA and State with assistance from the Bureau of the 
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Budget to develop further guidelines to avert possible duplication between the 
two programs based on the principles outlined in paragraphs 1 through 7 above. 
DULLES 
Sent to the following posts: 
Addis Ababa Guatemala Paris 
Ammar Habana Port-au-Prince 
Ankara The Hague Quito 
Asuncion Kabul Reykjavik 
Athens Karachi Rio de Janeiro 
Baghdad La Paz Rome 
Beirut Lima Saigon 
sogota Lisbon San Jose 
Bonn London San Salvador 
Brussels Madrid Santiago 
Cairo Managua Taipei 
Caracas Mexico Tegucigalpa 
Ciudad Trujillo Montevideo Teheran 
Copehagen New Delhi Tel Aviv 
Damascus Oslo Trieste 
Djakarta Panama Vienna 

Senator SmiruH. Thank you, Governor. 

Mr. Strassen. Thank you. 

Senator Smiru. It is possible that as we get along a little later in 
our hearing we may want to ask you some more questions in executive 
session, but we appreciate very much your coming today. Thank you. 

Mr. Srassen. It also may be possible as you proceed or as your 
staff proceeds, that they may wish to ask for specific information and 
detail. 

Senator Smiru. I think they will. 

Mr. Strassen. We will be standing by at all times to furnish it. But 
I think you will find these two documents and their classified versions 
will present to you a more comprehensive and complete report of what 
it is we are proposing to do than has been possible before. 

Senator Futsrient. Mr. Chairman, may I ask Mr. Stassen who, in 
your organization, will be given the duty to prepare this information 
that I asked for so that I can correspond with him without bothering 
you ¢ 

Mr. Srassen. Mr. Robert Matteson of our Office of Research Statis- 
tics and Reports, with Mr. Murphy of the Controller’s Office coming 
in on the financial side. 

Senator Fursrientr. Thank you. 

Mr. Strassen. Thank you. 

Senator Smiru. The meeting will stand adjourned. We will meet 
tomorrow afternoon at 2:30 in executive session with Admiral Rad- 
ford. 

(Whereupon, at 1:05 p. m., the committee adjourned, to reconvene 
Wednesday, June 9, 1954, at 2 p. m.) 
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WEDNESDAY, JUNE 9, 1954 


Unrrep STares SENATE, 
CoMMITTEE ON Foreign Reiarions, 
Washington, D.C. 

The committee met, pursuant to adjournment, at 2:35 p. m., in the 
Foreign Relations Committee room, United States Capitol Building, 
Senator H. Alexander Smith (acting chairman) presiding. 

Present: Senators Smith of New Jersey (presiding), Knowland, 
\iken, Green, Fulbright, Sparkman, Gillette, and Mansfield. 

Also present : Glen A. Lloyd, Deputy Director, Foreign Operations 
\dministration; Frederick E. Nolting, Special Assistant to the Sec- 
retary for Mutual Security Affairs, Department of State; and Samuel 
. Parelman, Special Assistant to the Assistant Secretary of State 
for the Far East. 

Senator Smiru. Gentlemen, I am going to call the meeting to order. 

We have with us Admiral Radford today to give us some enlighten- 
ment on the military side of our foreign-aid program. 

I may say, Admiral Radford, we had Secretary Dulles last week, 
ind we had Mr. Stassen yesterday. You are the third witness to 
ippear to give us the military buil dup. I suggest that you tell us in 
your own way how you see this worldwide picture, and especi: ally this 
far eastern situation with which you are most familiar. 

Senator Smrrn. If there is anything of this you want off the record, 
just say so. 


STATEMENT OF ADM. ARTHUR W. RADFORD, CHAIRMAN, JOINT 
CHIEFS OF STAFF, ACCOMPANIED BY MAJ. GEN. GEORGE C. 
STEWART, DIRECTOR, OFFICE OF MILITARY ASSISTANCE, OFFICE 
OF THE SECRETARY OF DEFENSE 


(There was discussion off the record. ) 


TYPES OF AID FOR INDOCHINA 


Senator Smiru. My question was that in the statement of the fiscal 
requirements for the year 1955, the request under the heading “Direct 
Forces Support, Far East and Pacific, Indochina, Formosa,” is for 
$825 million. Under the next heading, “Chapter III, Mutual Defense 
Support, Far East and Pacific,” it is $84 million. My question was, 
what is the distinction between direct-forces support and mutu: il 
defense support for this area ? 

General Stewart. Yes, sir. 


48661—54——_ 
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Mr. Chairman, when we made up this sheet in which you are look 
ing, and broke these various purposes down, we were trying to lab 
for the committees before whom we would present this program 
exact an explanation as to what we intended to use the funds for as w 
could. 

That resulted, after a great deal of consideration and changes, 
these entries. The mutual defense assistance program is a pure mil 
tary-aid program. It consists of the materiel and training funds 
we are requesting for military forces alone. That would be the part 
of the program with which the Department of Defense is primaril) 
concerned. 

Now, the direct-forces support—— 

Senator Smirn. Might I interrupt? You mean by that “hard 
ware”? 

General Stewart. Yes, sir; that is correct. 

Senator Smrrn. I ought to have added that in “Chapter I, Mutual 
Defense Assistance, Far East and Pacific,” there is a figure of $583, 
600,000, in addition to direct-forces support and mutual-defense sup 
port. 

In other words, we get three figures under the proposed bill: Chap 
ter I, under “Mutual Defense Assistance, Far East and Pacific,” $583, 
600,000; chapter IT, “Direct Forces Support, Far East and Pacific,” 
$825 million; and under chapter ITT, “Mutual Defense Support, Far 
East and Pacific,” $84 million. That makes quite a substantial total, 
as you can see now. ’ 

General Stewart. Yes. 

Senator Smirn. We would like to have it clear as to just what the 
difference is. 

General Stewart. Right, sir. 

Well, to come back to chapter I, that is the hardware and the train- 
ing which the Department of Defense is concerned with. 

The direct-forces support consists of two breakdowns: One is $800 
million, which was put in there to permit the French to continue the 
war in Indochina. This book was made up several months ago. It is 
the money required by the French to directly support their efforts in 
the Indochina war. 

The $25 million that appears in that column is what has been known 
as a common-use program. There are certain items like gasoline, as- 
phalt, that are used by both the civilian population and the military. 

In the case of Indochina, it is almost entirely used as support of the 
military, so it comes under the direct-forces support column, and I 
would like to again state that our purpose in this breakdown was to 
try to show to these committees exactly why we had these funds and 
what we were going to use them for. 


DISTINCTION BETWEEN TYPES OF AID 


Now, from there on, mutual-defense support, I would like to ask 
Mr. Lloyd, since I do not have anything to do with that, to tell us 
what thatis. Mr. Lloyd is of the FOA. 

Senator Smrrn. I know we are going to get this detail later, but I 
wanted to get these three headings clarified for the Pacific especially, 
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n the light of Admiral Radford’s request for flexibility. Just what 
funds does he want this flexibility for—the whole amount or just for 
the $800 million for Indochina ? 

Mr. Luoyp. Mr. Chairman, I can throw a little light on that, and 
| think make it very brief at this time. 

Each of these headings, these seven functional headings, that you 

re looking at are briefly but quite specifically defined, and when you 
look at those definitions, you can see the functional purpose for which 
the funds under that heading were intended. 

As General Stewart said, under title I which is Mutual Defense As- 
sistance, appears the military hardware largely procured by our own 
Department of Defense, administered by our own Department of De- 
fense, and delivered there under the M. D. A. P. program. 


FLEXIBILITY FOR INDOCHINA PROGRAM 


Now, the “Direct forces support” under which $800 million appears, 
4895 million total, is not administered by our own Department of De- 
fense, but under specific agreements with France, is spent for the di- 
rect, assistance of the troops fighting in Indochina. In this presenta- 
tion it was restricted to that area and for the defined use. 

The developments in Indochina led the executive branch to seek 
flexibility primarily with respect to that item and that, I think, is 
what Admiral Radford is referring to. 

Senator Smiru. You mean the $800 million? 

Mr. Lioyp. $800 million. 

Senator Smiru. Not $825 million but $800 million ? 

Mr. Luioyp. $800 oiftion. 

Now, the other funds appearing in this account do not need addi- 
os legislative status because in the existing legislation, and in that 
being proposed, there is a substantial amount of flexibility permitttng 
shifting with conditions, but there was not with respect to this par- 
ticular “$800 million under the heading of “Direct Forces Support.” 
If that could be given substantially the status which the other funds 
have, parhaps even greater flexibility than the others because there 
are some restrictions there, so that it becomes a fund to be used for 
this part of the world as military and other considerations direct, 
the power being given to the President to make the determination, I 
think it would be precisely what the admiral has been referring to. 

Senator Smiru. Before I ask Admiral Radford to go on, do any 
other members of this committee want to ask questions on this flexi 

bility matter before we go on? 


ADMINISTRATION OF INDOCHINA AID 


Senator Gitterre. Mr. Chairman, I wanted to ask this question: 
Up to the present time, the aid that we have been furnishing in that 
area has been channeled through France? 

Mr. Luoyp. That is correct. 

Senator Gittetr. Not directly to these people? 

Mr. Lioyp. That is correct. 

Senator Gitterre. Is it the thought that this additional aid shall 
continue to be channeled through France or is there a flexibility pro- 
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vision that the President could furnish direct aid to some other area? 

Mr. Lioyp. The flexibility is designed to permit among other things, 
at the President’s direction, the providing of this aid directly to the 
Vietnamese or Cambodian or any other local country people out there. 

Senator Gitterre. That has not been the policy before. 

Mr. Lioyp. I think it has not been the policy, isn’t that the correct 
answer ¢ 

General Srewarr. All military aid to the state of Indochina has been 
administered through the French. 

Senator Gitterre. Well, General, is that aid to continue to be chan 
neled through France as aid to France or can it be sent by the President 
under your contemplated change directly to any area like Laos or 
Cambodia without the intermediary of the French ? 

General Stewart. At the present moment we are still dealing with 
these Associated*States in military aid through France. 

Senator GitLerre. And that contemplates a continuation of that 
policy ¢ 

General Srewarr. No, sir. The request for the flexibility is to per- 
mit us to do whatever we need to do, and we have already received 
recommendations from the Chief of the MAAG out there, along the 
lines of dealing directly with some of the other states, and the request 
for flexibility is to enable us to do whatever it is decided we should 
do. | Deleted. | 

Senator Smrru. Admiral Radford, if you are through for the mo- 
ment with the Indochina situation, I might ask you this, whether you 
contemplate that we will have to take a firmer position one way or 
another on this Indochina situation in case of a serious threat to 
Hanoi? [{ Deleted. | 

(There was discussion off the record.) 


SUPPORT FOR MILITARY PROGRAM 


Senator Smiru. I would like to have the record show, in answer 
to my question, that our military people are entirely behind the pro- 
posals for authorizations for the military program that is part of 
this foreign aid. 

Admiral Raprorp. I speak for the Joint Chiefs of Staff when I say 
that we consider this most important in having a direct bearing on our 
national security, and we feel that the program presented in this re- 
quest for authorization is completely justified. 


SITUATION IN OTHER FAR-EASTERN COUNTRIES 


Senator Smirxu. Do you care to comment further on the general 
far-eastern situation? What is the Korean situation, the situation 
of the Nationalist troops in Formosa, and the possible need for con- 
tinuing the building up of those forces in case of an emergency ? 

| Deleted. | 

Senator Green. When you say Nationalist China, you mean For- 
mosa ¢ 

Admiral Raprorp. Yes, sir. 

Senator Smirn. How about the situation in Indonesia and Malaya? 

Admiral Raproro. At the moment the situation in Malaya is rather 
quiet. General Templer has been quite successful. 


[ Deleted. ] 





ns. 
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Admiral Raprorp. Indonesia is a country that is still having a great 
deal of internal difficulties with Communist activity, although I do 
not believe the Communists are very large in numbers, but still it 
seems that they are having an increasing amount of influence in 
[ndonesia. 

NEAR-EASTERN SITUATION 


Senator Smirn. Now, moving over a little bit to the Near East, 
what comment have you got to make in the Near East program with 
respect to the program we are offering here in the Near East? 

Admiral Raprorv, The near-eastern picture is a little bit brighter 
at the moment, although again it is one that could change. 

We have signed a mutual defense assistance agreement with Pak- 
stan, and we hope that we can enlarge that program. 

We are continuing our program in Iran. To a certain extent our 
efforts in Iran will depend on a final settlement of this oil problem. 

We feel we can strengthen the Turks. {| Deleted. | 

Generally, the mideast picture at the moment is a good deal better 
than it was a year ago, but it is still not what we would like to see it. 

(There was discussion off the record.) 


ISRAEL AND NEAR-EASTERN DEFENSE 


Senator Smrru. We have had reports indicating that Israel might 
be tempted to engage in some military ventures because of the fears 
that military assistance might be turned against Israel. Will you 
comment on that? 

Admiral Raprorp. Well, I have heard that, Senator. [Deleted.] 

Senator Smrru. Can we convince them that what we are doing for 
Iraq is really to build Iraq up so that it will be part of the Middle East 
defense area and not to fight with the Israelis? 

Admiral Raprorp. I would hope that we could. 

Senator Smirn. You would like to see, as I understand it, Lraq and 
Iran join with the Turkey-Pakistan setup for that Middle East de- 
fense? 

Admiral Raprorp. That is correct ; yes, sir. 

Senator Smiru. Is there any hope of getting the Israelis into that 
or isthe tension too great with the Arabs? (De sJeted.) 

Senator Smrru. Well now, I have got some general questions here, 
but you may have some comments on the rest of the world with regard 
to our overall security program before I ask you any further questions 
or any of the other members ask you questions. 

Senator Futsriegnr. I wanted to ask one on the overall question. 


j Senator Smiru. We will get tothat ina moment. I just wanted to 
ask if the Admiral has any preliminary thoughts. 
: 


FRANCE AND EDC 


Admiral Raprorp. I do not think Ihave. I think you are probably 
quite familiar with the problem in Europe. There is still this EDC 
problem with France. ( Deleted.) 

Senator Smirn. You think that we should not go ahead and assist 
France and Italy unless they move right into the EDC promptly? 
Do you think we should take the position of giving aid to the countries 
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that have already indicated that they would go along with the EDC ’ 

Admiral Raprorp. Of course, that is a question that is outside of my 
bailiwick. 

Senator Sairu. I understand that. 

Admiral Raprorp. What I feel is essential is a decision on EDC. 
Now, how we attain that is something else. I do not feel that we ea 
afford to permit a delay in some kind of a decision over there becaus: 
[ think further delay in a decision is just weakening the whole NATO 
organization. 

Senator Smirn. Well, you probably then are prepared to go along 
with the feeling we all have that we must bring Germany into this 
picture in EDC because unless we do our position in Europe is weaken 
ing? 

(There was discussion off the record. ) 

Senator Smiru. Shall we go ahead, gentlemen ? 

Admiral, I think our other colleagues will be back presently. | 
want to ask you 1 or 2 general questions, and I think Senator Ful 
bright, when he comes back, will have some, too. 


NEED FOR STRENGTHENING ALLIES 


I want to first ask you this: You are asking this year authorization 
for military assistance of a billion and a half. The question has been 
asked me as to whether you think this money can be better spent for 
arming France, Britain, Turkey, Formosa, and so forth, than for 
building up our American Armed Forces. <A lot of people say, “Why 
do we build up forces abroad; why shouldn’t we build up our forces 
at home today ?” 

I think I know your answer, but I would like you to state it for the 
record, 

Admiral Raprorp. Our feeling is that we must have allies and we 
must generate strength abroad that will complement our own pro 
gram and constitute an effective contribution to the collective strength 
of the free world. 

We are counting on a large part of the ground contingents being 
supplied by the indigenous countries in their own and adjacent coun- 
tries and that is what we feel we must have. 

Senator Smiru. You think the manpower for armies should be 
furnished by the countries concerned all around the world? 

Admiral Raprorp. In a large part. 

Senator Smiru. In a large ‘part 4 

Admiral Raprorp. Yes, sir. 

Senator Smrrx. Would you also add to that that we can equip and 
supply those troops for less money than to equip the equivalent num- 
ber of men in our country for export abroad ? 

Admiral Raprorp. That is one argument, Senator, but it is not the 
only one. 

In the first place, we feel that to fight communism we must have 
allies, and, of course, a military ally that has no military strength 
is no good to us, so our program is designed to continue to build 1 up 
military strength in those countries, and to have actual forces in being 
to take care of an emergency. 
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lo attempt to build wp American manpower to a strength equal to 
is task would be out of the question; in other words, the require- 
ents would exceed the manpower available even if we wanted to do 
[t is not only a question of expense, but it is a question of the 
aintenance of an allied anti-Communist effort. 
It is generally true that ground troops, native to the country, can 
be supported much more economically in their own country than out- 
le troops, particularly troops from the United States. 


EMPHASIS ON SELF-DEFENSE IN SOUTHEAST ASIA AND NOT COLONIZATION 


Senator Smirn. Is it not true in an area like the Far East that 
we have been discussing that psychologically it is wiser to have anti- 
Communist Asians fighting for their hberties than to have us send in 
mportant United States or western power troops to fight in those 

ountries ¢ 

Admiral Raprorp. Why, absolutely, Senator. We would just be ac- 
cused of being imperialists if we were going to do all these things 
with American troops and, after all, the indication of the will to resist 
can come out of these military programs. If they are willing to train 
and commit their own forces, then obviously they want to help them- 
selves. Our program generally is to balance off in case of emergency 
their ground forces with our naval and Air Forces which many of 
these countries cannot generate. 

We would assist them with our complex and highly mobile forces, 
and they would supply the bulk of the ground forces; that is what 
our program really is designed to do. 

Senator Smirn. Might I add this, is it not true that we should 
emphasize that we are giving them help for their own freedom and 
independence, that there is no question of our training them to be 
imperialist troops of ours; there is no question of our training them 
for any colonial business? Isn’t that the key in a place like South 
Korea? Isn’t it the key in a place like Nationalist China, and in a 
place like Vietnam where the people have to be thoroughly sold on 
the fact that they are fighting for their own independence ‘and free 
clom ¢ 

Admiral Raprorp. It certainly is. 

Senator Smrru. It seems to me it is a terribly important thing 
to emphasize. It is another reason why I feel strongly that we 
should be prepared to assist them on developing their own manpower 
for that purpose. 

Admiral Raprorp. That is the principle under which we are oper 
ating, and we feel very strongly about that, 

Senator Smirn. I am glad to get it on the record, too, because 
many people are asking me why do we do this and do that. Are 
we imperialists? Are we backing up the French imperialists in 
Indochina, or the British imperi: alists in the rest of the world? The 
real thing we are trying to help people realize is that they are fighting 
for their own liberty and independence. 

Admiral Raprorv. That is correct. 

Senator Smirn. And the threat of Russia towers over this whole 
thing; it is a totalitarian state of slavery that is part of the whole 
picture. 





130 MUTUAL SECURITY ACT OF 1954 


Admiral Raprorp. Yes, sir. 

Senator Smrrn. It seems to me it is terribly important. 

I have been so reckless as to say that I do not believe we can get 
peace in the world or in Asia until we have an independent China, 
free from the control of Moscow. I do not care whether it is one 
political idea or another, but the people must be free to fight for their 
own liberties; is that a fair statement? 

Admiral Raprorp. That is right. 


MILITARY ASSISTANCE TO JAPAN 


Senator Smiru. I have a couple of questions I meant to ask you, 
some questions on the Far East. Do we contemplate any real military 
assistance to Japan right now, or are we just being hopeful? 

Admiral Raprorp. We have a military-assistance program for 
Japan, and they are enlarging their armed forces. 

General Srewarr. We have a program proposed in the fiscal 1955 
bill that is before you, sir, for Japan. 

It legally became possible only on the 1st of May when Japan’s 
Diet ratified our bilateral agreement, and we will have a program 
which we will present to you in some detail as to forces, and what 
we intend to give them later on. 


AMERICAN TROOPS IN JAPAN 


Senator Smirx. Do you have a date when we are going to with- 
draw American troops from Japan? We are there now only in their 
defense. 

General Srewarr. It is certainly a prerequisite to the withdrawal 
of American troops, sir. 

Admiral Raprorp. We expect and hope they will develop forces 
and take over their own defense. 

Senator Smiru. I ran into this idea when I was there last Novem- 
ber. There is not an anti-American feeling so much in Japan as 
a fed-up feeling, fed up with having American soldiers on their soil. 
The common man does not know that they are really there for Japan’s 
protection. I said to them, in answer to that, “Well, I think we would 
be the first ones who would want to take our boys out if we felt you 
could take care of yourself because of the fear of possible Russian 
aggression,” and so they agreed with that. 

Then we discussed the possibility of when we could get out—in 1, 
2,3, or 4 years. The general feeling would be it would take at least 
4 or 5 years before they could build | strength to make it possible for 
them to feel safe if we withdraw. 

I would like any comment you have on that. 

Admiral Raprorp. We are very anxious to have the Japanese gen- 
erate sufficient army, navy, and air forces to defend themselves. We 
would feel it would be very much to our advantage and to theirs if we 
were able to withdraw our troops. 

I think that it will probably be some time before we can withdraw 
our Air Force based in Japan, and I do not think the Japanese would 
want us to. So far as our Navy is concerned, I think they would 
want us tc continue to use the naval base that we have there. (De- 


leted.) 
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Senator Smrru. Do you think we can safely withdraw from Japan 
and let Japan build her strength without having a corresponding fear 
built in Korea, the Philippines, and other places, that Japan is getting 
back into a militaristic attitude again ? 

( Deleted.) 

Senator Smiru. You would give them defensive aid primarily ? 

Admiral Raprorp. And that is all they want at the moment. 

( Deleted.) 

CHINESE NATIONALIST STRENGTH 


Senator Smiru. Now, to go to another area we touched on briefly 
before, do you think that Chiang’s army, because of its development 
and age, is capable of offensive action now, if necessary? We have 
always figured they were available for defense, but would they be 
available, and are the ‘y in shape if we wanted to use them as a prong 
in the case of a big outbreak in the Far East ? 

( Deleted.) 

FORMOSAN RECOVERY 


Senator Smiru. Would you care to comment on the other side of 
the Formosan picture, namely, the rehabilitation and democratization 
of Formosa? I have been over there 2 or 3 times, and their recovery 
has grown there by leaps and bounds since I first went there in 1949. 
[ am just interested to know whether, in addition to the military 
side you feel it is important to build what might be called a model, 
modern Chinese Province there as a type of the kind of government 
they would get if the mainland came back to the democratic fold. 

Admiral Raprorp. I think they have done a wonderful job on 

Formosa. There has been a great deal of improvement. Econom- 
ically, as far as the inhabitants of the island of Taiwan are concerned, 
it is sort of the model in the Far East. The standards of living 
and the general conditions are almost better there than they are 
anywhere else in the Far Kast. 

Senator Smirn. You were there fairly recently; were you not? 

Admiral Raprorp. Well, I was there last Christmas. 

Senator Smirn. You feel the Taiwan people themselves have been 
pulled into that picture so that they are loyal to the present setup ? 

Admiral Raprorpv. I know they have. Over a year ago when I 
was there, and thought I would not be back for a long time, I went 
over the old Japanese figures of how many native Taiwanese were in 
the Government, and with the provincial and local government. Then 
I went over the number they now have, and in the local village govern- 
ments and the prefectures, they are almost entirely native Taiwanese. 
Also the new legislature has a majority of those. They really have a 
voice in their Government. 


NATIONALIST ARMY 


Senator Smiru. Can those young Taiwanese be pulled into the 
military service ? 

Admiral Raprorp. Yes, they are. 

Senator Smirxn. And refresh this army ? 
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Admiral Raprorp. Yes. They are training the Taiwanese and are 
hampered only by money because we are not supporting the reserve 
training. ( Deleted.) 

Senator Smrrn. Then we have not an army there becoming stagnant 
with age; there is some refreshment from the bottom. 

Admiral Raprorp. They have not been staying in the Army, and | 
think they will have to face that problem in a few years. They have 
kept the nucleus professional army, and they have been training these 
reserves, but they have taken very few native Taiwanese into the 
armed forces to stay, mainly because they did not have the money to 
support a larger establishment. 

Senator Smiru. The rumors that I have heard from various sources 
is that south of the Yangtze on the Chinese mainland there is some 
dissatisfaction, and that is the area in south China that might con 
ceivably be won to the Nationalist position if something broke out 
there. Have you any thoughts on that ? 

Admiral Raprorp. Well, that is generally accepted by people who 
know China much better than I do, that south China was never Com 
munist, and north China was pretty much Communist for a long 
time, and there is a feeling that the southern Chinese, the Cantonese, 
and the people in that area, would receive Chiang Kai-shek back and 
be very happy about it. 

Senator Smirn. Of course, that is speculative. 

Admiral Raprorp. It is speculative, but that is what a great many 
people believe. 

STRENGTH OF RED CHINA 


Senator Smirxn. Do you know how reliable our intelligence reports 
are as to the strength of Red China? 

Admiral Raprorp. Do you mean the actual military strength ? 

Senator Smirx. Well, their strength, morale, military equipment, 
and whether their source of supplies is Russia? What is the whole 
picture there? Would they be in shape to fight hard, the Red 
Chinese ? 

( Deleted.) 

Senator Smirn. Now, to go over to Europe for a minute, you are 
requesting apparently $725 million in mutual defense assistance for 
our European program. 


ROLE OF GERMANY 


My question to you is whether you think some of that ought to 
be earmarked for Germany at this stage of the game or must we wait 
for the development of EDC to br ing the Ger mans in ? 

General Srewart. May I answer that, sir? 

Senator Smirn. Yes. Could you answer that, Geneal. 

General Srewarr. There are only (deleted) of that earmarked 
for Germany, and that is to cover a training requirement for pilots in 
the event that Germany becomes eligible for aid. That is the only 
fund we have for Germany, sir. 

Admiral Raprorp. Haven’t we previously set aside a reserve—— 

General Srewarr. Yes, sir. This is fiseal 1955. We have previous 
ones, funds from previous years. 
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Admiral Raprorp. We are prepared to equip German units. 

General Stewart. Yes, sir. 

Admiral Raprorp. If we can get an authorization to organize them. 

General Svewarr. That is correct, sir, but for fiscal 1955 there are 
only (deleted) in the German program. 


MILITARY ASSISTANCE TO EUROPE 


Senator Smiru. I just had this question handed to me, which Mr. 
Wilcox has given to me about France, Italy, and Germany that is very 
important. “It says, according to figures submitted to the committee, 
military assistance will be reduced from $121.1 million, I suppose that 
is last year, to $19.8 million this year for France; from $244.8 million 
last year to (deleted) million this year for Germany; from $201.1 
million last year to (deleted) million this year for Italy. These reduc- 
tions make up almost the entire cut in military assistance funds in 
Kurope this year. 

Since France, Italy, and Germany are the core of European defense, 
are these cuts safe? Does this mean that the European, Western 
European, defense buildup is almost complete from past contributions 
made? Can you give us a quick picture on that / 

General Srewart. Yes, sir. 

Mr. Chairman, the broad picture of this drops into two principal 
phases : One, there is no substantial increase in the forces of the coun- 
tries of Europe. In the annual review, NATO annual review, none 
of the countries have come up with an increase in their forces of any 
substantial size. 

Now, therefore, we are still working on the same forces we were 
working on in fiscal 1954; that is one side of the picture. 

The other side is that this entire appropriation of 1.5 spread all 
over the world will not permit the programing of any great amount, 
and we are dealing with some 30 countries, and the theory back of 
this $1.58 billion request for military assistance is that so long as we 
have not delivered all the equipment previously financed or financed 
by previous appropriations, that we did not feel justified in trying to 
price out and request every shortage that exists in these forces. 

The combination of the two facts, 1, that there was no increase in 
forces as a general statement and, 2, that our deliveries still had a long 
way to go, deliveries of equipment we already were financed for, 
resulted in this request of 1.58 worldwide. 

That then was distributed, as we thought best, to maintain the 
forces that are now in existence, and to maintain the flow of equip- 
ment still undelivered, and it does not have any significance that we 
have completed this thing entirely or that we have got a lesser interest 
in any particular country. 

Senator Smiru. Well, that is largely accounted for by the fact 
that we have unobligated funds and ‘also unexpended funds that are 
available to carry through on our pipeline—which you committed 
before, is that correct ? 

General Stewart. An oversimplified statement would be that we 
still have this big pipeline: that is the basic reason. 

Senator Smiru. Yes. The point has been raised, in considering this 
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matter that cutting down funds this year in Western Europe, might 
have a bad psychological effect there. It should be made very clear 
that we have our pipeline still moving, and we are not shutting these 
people off from the aid they have gotten in the past or letting down 
on our moral support. 

General Srewarr. That was a very important consideration in 
carrying this program forward in every country, sir, even with re- 
duced funds. 

Senator Smrra. Thank you. 

General Srewarr. Yes, sir. 

Senator Smirn. I think that is a very interesting and important 
question. 

I am going to give someone else a chance to ask some questions now 
because our time is getting limited. I have a few more here. 


OFFSHORE PROCUREMENT 


I might just ask one about this offshore procurement business. We 
have tried to, of course, stimulate that and help these countries build 
up their own production of military equipment. 

The question has been raised a number of times with me as to 
whether we are safe in doing that? If Europe should be overrun, 
would we not just be arming the Reds? How should we deal with 
that one on this offshore-procurement policy ¢ 

( Deleted.) 

Senator Smirn. You are satisfied with the offshore-procurement 
setup we have had in the last year? 

Admiral Raprorp. I have; it has been satisfactory, except it has 
been slow. 

Senator Smirn. I understood we are going to get details on that 
later, but 1 am just wondering whether the overall picture is approved 
by all of you people. 

General Srewart. Mr. Chairman, I would like to comment without 
any detail that if we are ever going to get out from under the burden 
of maintaining these forces that we are helping to create, and I mean 
by maintaining, such things as spare parts and replacement of equip- 
ment as it wears out, modernization over the years, as something 
becomes obsolescent, our principal hope of ever achieving that is to 
help these people establish facilities where they themselves can buy 
with their own money spare parts, replacements, and more modern 
equipment. 

The offshore-procurement program is one of the best things we 
have to achieve that end and, as an example of that, one of the bottle- 
necks in the European capability of producing munitions was in ex- 
plosives and 2 ee where the capacity to produce such things 
was almost an infinitesimal proportion of what wartime requirements 
would be. 

We started the offshore-procurement program in fiscal 1952, and 
we have let contracts in fiscal 1952 and 1953, and we are letting some 
this year. 

As a result of those contracts themselves, and without 1 cent going 
into any machinery or facility, the ability to make ammunition in 
Europe has been increased 100 percent. It is still pretty low. That 
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is an example of what we are trying to accomplish here, and I think 
that it is our only out, tha at, combined with some other things we will 
tell you about a little later we are trying to do, but that is our only 
out in the long run. 

Senator Smiru. Thank you very much. 

Senator Aiken ? 

Senator Arken. Have you a lot of unfulfilled commitments in the 
field of offshore procurement é 

General Svewarr. Yes, sir. When we let our first contracts in 
fiscal year 1953, and they did not get legal until near the end of the 
vear—I believe there was one contract for some radios prior to that 
before we knew it as OSP—we are just beginning to get substantial 
deliveries from those contracts. 

I think that is a reasonable performance because it took us about 

long in this country to get going, and the product we have been 
getting has been very good, been acceptable, and I have not the figures 
here with me today as to what we have actually received, but we can 
show you that we are beginning all over Europe now to get substantial 
deliveries against those contracts. 


BENEFITS OF OFFSHORE PROCUREMENT 


Senator ArkEeN. Does that have any healthy economic effect? 

General Srewarr. Yes, sir. It brings into these countries a much- 
needed dollar for their foreign exchange. It creates ee 
where we start doing something that was not done before, and it is 
what we call a triple-threat dollar. We get the end item which. we 
had to get anyhow; we have got to buy it somewhere; we assist in 
creating a base for future production from which these people can 
buy with hae own currency; and just indirectly we create a better 
condition which makes it more difficult for Communist elements to 
upset them. 

Senator Arken. A better political condition ? 

General Srewarr. Yes, sir; economic condition and that, in turn, 
is blood brother of the political. 

Senator Arken. Which, in turn, saves us from a little extra effort. 

General Stewart. Yes, sir. 

Senator Smiru. Any more questions ? 

Senator Aiken. No more. 

Senator Smiru. Senator Green, would you like to ask any questions? 

Senator Green. No. 

Senator Smiru. Senator Fulbright, I know you have some general 
questions you want to ask the admiral and others. 

Senator Futsrieur. I do not know whether they are particularly 
enlightening. 

MILITARY BUDGET CUT 


Admiral, how muck is our military budget cut this year over last 
year for the coming year, I mean? It has been ridbuced, has it not? 

Admiral Raprorp. I do not have the exact figures. 

Senator Futsricutr. Over all; well, approximately. 

Admiral Raprorp. But, as I recall, the expenditures in fiscal 1954, 
the present year, were estimated to be something like $42 billion, and 
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that the expenditures under fiscal 1955 are estimated to be about $37 
billion. 

It is very confusing when you deal with the appropriations alone 
here. It is really the expenditure figures. We are working out in all 
the services a large balance that has accrued from previous years, so 
the real measures are the expenditures and not the appropriations. 

Senator Futsrient. Do you think in the light of these developments 
in Asia that we are justified in substantially reducing our expendi 
tures for defense? 

Admiral Raprorp. We have to have it under continuous review. I 
would say that we cannot guarantee that they will stay low if the 
situation deteriorates. 

Senator Fu.sricur. It is not any if it deteriorates; it is deteriorat 
ing, is it not, if I understood what you already told us? It is not any 
probable, it is a certainty, is it not? 

Admiral Raprorp. It is deteriorating in Indochina, and we are 
building strength in other places. We still have a tremendous military 
establishment ourselves. 

Senator Fursrient. I have a hard time seeing where we get—you 
said, as we have said on other occasions, that we need allies. I have 
the definite feeling that our alliances are weaker than they have been 
for some time; in other words, the British are seemingly very sticky 
about going along with us, recently, is that not true? 

Admiral Raprorp. I would say yes, sir. 

Senator Futsrientr. Have you already gone over that while I was 
upstairs ? 

Senator Smirn. No, on other occasions. 


INTERNATIONAL COOPERATION 


Senator Fuisricnt. I know it is not the first time the matter has 
been brought up. The admiral knows my interest about nonmilitary 
international relations, and le wrote a very fine letter not long ago 
supporting the Smith-Mund: exchange-of-persons program, the im- 
portance of which I know he recognizes. 

Senator Smrrnu. And the Fulbright program. 

Senator Fuuericut. Yes. 

As a nation we have not been making progress in our alliances in 
the last year or 2, and I wondered what in the world is the matter with 
us. One thing wrong is the action on that exchange program, but 
that is only one aspect of a general deterioration in our relations. I 
wondered if you had any suggestions or any hope for us. 

I am more disturbed and depressed now than I have been in a 
long time about where we go or what we do about it. We have done 
nothing dreadful, yet our allies are drifting away from us, and cer- 
tainly the Communists are ou the up and up at the moment. They 
seem to be making great progress and not necessarily by arms. 
They seem to be having a cockiness about them. In the political field 
they seem to be making prograss. Down here everything you said 
indicates that the local citizens, the local people, are supplying the 
Communists; is that not right? 

Admiral Raprorp. I get the same feeling from reading the papers 
that you do. 

Senator Fursricut. Yes. 
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Senutor ArkeN. Well, excuse me, did you get an answer to your 
question, Senator ¢ 

Senator Futsricut. It really is not a question; it is sort of a state 
ment. 

I was trying to inspire the admiral to reminisce a little or at least to 
give us the benefit of his thoughts on it. I am very puzzled about this 
matter. 

[ am frank to say I do not feel this is the proper place to go to war 
even if we sometimes do have to go to war. I do not know about that. 
[ cannot see the wisdom of intervening in behalf of a colonial power 
because that is inexcusable frem our history and from everybody else’s 
ittitude. 

( Deleted.) 

DEFENSE IN ASIA 


Senator Furtsricur. Let us assume that that is out of the way 
because there is certainly not much hope in it, but go on back to the next 
line of defense. You have got India. It is a weak reed in a sense, but 
it is potentially the only one with real manpower. It was not very long 
ago Great Britain and others thought we were ridiculous to ¢: all 
China a major power when we set up the United Nations. You remem- 
ber how they were saying Americans were crazy to think they were a 
great power; they are just a big clumsy bunch of people; they hate 
no potential power in the foreseeable future, and all that. Well, you 
can see what is happening. 

Does it not look like the only real chance is to make something out 
of India and Burma in that part of the world? 

Admiral Raprorp. Well, I would say that it would certainly be 
desirable if we could. 


SITUATION IN INDIA 


Senator Futsrient. What is the alternative? 1 mean, you said we 
had to save Japan. I agree with that, that it would be disastrous to 
lose Japan. But India and Burma, Indonesia, and Japan make a 
fairly substantial group of people, do they not? 

Admiral Raprorp. Well, as far as I know, we are bending every 
effort to try. 

Senator Futsricutr. Now, that is what I am coming to. It seems 
to me that our Government and the people in Government spend a 
lot of time insulting India, about once a week; is that your impression ¢ 

Admiral Raprorp. No. 

Senator Fursricur. It is not? 

( Deleted. ) 

Senator Fursrientr. I do not mean you, I do not mean you per- 
sonally. 

Admiral Raprorp. No, but I mean as to the Indian situation, my 
feeling is that the people of India are not a homogenous group. They 
have great internal troubles there, and they are not really prepared to 
join in any effort outside of their own ¢ ountry. 

Senator Futsricur. I agree with that. But we continually criticize 
them for being neutralists, when actually they are not ready to be 
anything else for a while, are they, except morally ? 


( Deleted.) 
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MILITARY ASSISTANCE NOT ENOUGH 


Senator Futsricur. It seems to me there is something missing, and 
has to be done in this political field. Just a military program of bases 
and so on, is not enough. 

Admiral Raprorp. Well, nothing could be more certain in my 
opinion than the fact that these problems cannot be solved by military 
means. It has to be a concurrent solution to the political and economi 
problems. Also the economic is often important, and part of this 
drift away from our allies is due to the economic offensive of the 
Russian Communists. I think that sometimes people forget that the 
Communists are fighting us on three principal fronts : The propaganda 
front, the economic front, and the milits ary front. 

The only one of those three fronts where you can really make 
an assessment of the power on both sides and the realistic appraisal 
of your chances, pro or con, is on the military side. The Joint Chiefs 
of Staff can give to the National Security Council and the President 
a fairly good appraisal of what is required in the way of military 
strength to do any particular job. 

But unfortunate ly, in these other fields, economic and propaganda, 
we have not found the answers to some of those problems. It is in 
those particular areas that we sometimes come in conflict with our 
allies, and some of our difficulties generate from those problems. 

Senator Futsrienr. That is where we are very weak, do you not 
think? 

Admiral Raprorp. What is that? 

Senator Futsricutr. We are weak in those fields, don’t you think ? 

Admiral Raprorp. Well, I do not know that we are weak. I think 
it is an entirely new field and maybe some of the allies are somewhat 
demanding. 

( Deleted.) 

FREER TRADE 


Senator Futertentr. Don’t you think we ought to trade with our 
allies a little more than we do rather than give them gifts’ Psycho- 
logically is it not better to trade with them ? 

Admiral Raprorp. I think that is true; in other words, it would be 
helpful in the overall situation if we could make it possible to have 
freer trade between the United States and our allies. 

Senator Futsricur. That is what I meant. 

Admiral Raprorp. I do not think we ought to trade with the Com- 
munist countries until there is some indication on their part that 
they are not our deadly enemies. 

Senator Futsrignt. Not unless on balance the best brains say that 
we have got a net advantage. Ido not know whether that is possible 
or not. I have been told it is. Some of our administrative people 
think that is possible. 

Admiral Raprorp. I know that is true, but the military men feel 
that it is a very dangerous thing. 


INDEPENDENCE FOR SOUTHEAST ASIA 


Senator Futsrient. I do not know; I am more puzzled at the 
moment about where we go than at any time before because of this 
























MUTUAL SECURITY ACT OF 1954 139 


feeling that the local people, the native people, are falling in with 
the Communists. That is more true in Indochina than anyplace we 
haveseen. I never felt that about Czechoslovakia; there it was forced. 
Here there seems to be voluntary defections from our side, or voluntary 
-upport for the Viet Minh. 

( Deleted. ) 

Senator Futsrieur. Looking back—I only do it just to try to think 
about it, not for any recriminations—we really never should have put 
France back in charge of Indochina after the war. We should have 
let them go on and be independent as Burma was, should we not? 

Admiral Raprorp. Maybe so. 

Senator Futsricut. I do not say that just to criticize anybody, but 
we really participated in that decision. At one point our President 
— according to one of the books I read, that we should not do it, 
but later, for one reason or another, the decision was changed, and 
they were permitted to go back. Obviously it was a failure. 

In contrast to that, Burma and India were given their independence, 
and now the free world is at least in a position to defend them, without 
being guilty of colonialism. They seem to have a desire to defend 
themselves from the Communists. 

On this aid program, I agree with the acting chairman. It is going 

be much more difficult to pass and my own position is that we 
ought to lower our tariffs and loosen the trade with our allies, par- 
ticularly with Europe, and let them balance their payments by trade 
rather than giving them so much. 

It would be better psychologically, and make them more friendly. 

I hear a lot of them are getting tired of accepting handouts with 
all the conditions we are inclined to put on that. That would not 
apply, of course, to the military aid that we are talking about here 
because I do not think there is much opportunity to trade. 

Admiral Raprorp. No. 

Senator Futeriegutr. Could the same flexibility you asked for be 

achieved if this money were in your own defense budget rather than 


in the foreign-aid budget ¢ 
Admiral Raprorp. I do not know. We do not have much flexibility 


in our defense budget. 

Senator Fu.sricnr. I mean to be used for armaments. It certainly 
would: would it not? 

Admiral Raprorp. Well, if we were able to put them where we 
wanted them. This, in a sense, is a part of our overall plan right 


now. 


MILITARY ASSISTANCE TO PAKISTAN 








Senator FuLsrieutr. Here is another thing I had in mind. Take 
the way we handled Pakistan. I think there is much to be said for 
strengthening Pakistan, but the way it was handled certainly did not 
endear us with India. I do not know whether it could have been han- 
dled differently, but it seems to me that we have been having very bad 
luck with India, at least the last year or two. Something seems to go 
astray in our relations. 

Admiral Raprorp. I think great efforts were made to get India to 
agree to the idea. 
Senator Futsricnt. Before? 
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Admiral Raprorp. The State Department made every effort to get 
them to acquiesce in this small program, and I do not think they 
would. 

Senator Futsrigur. Was India offered aid of a similar nature? 

Admiral Raprorp. I could not say as to that. 

Senator Futsrieutr. The impression I get is that was offered only 
after the agreement with Pakistan. 

Admiral Raprorp. I could not testify. I do not know what the 
conversations were about that, but I think we made every effort—the 
Indians have never asked us for any military aid, so far as I know, 
and do not want it. 

Mr. Nottie. | believe, Senator Fulbright, that the offer was made 
concurrently with the offer to Pakistan. I do not believe it was sold 
to Pakistan before the offer was made to India. 

Senator Smirn. That is what I understood, too; that we made the 
offer to India. 


FEAR OF AMERICAN COLONIALISM 


Senator Futsricur. I have one more observation. I do not know 
whether it is worth much, but I have heard this, that the Indians 
look upon us as being a new colonial power simply replacing Britain 
and France, which are weak in the Far East. They look upon For 
mosa and Korea as two colonial areas of ours. They are very sus 
picious of our entering Indochina. 

Admiral Raprorp. I would say they have no reason for any such 
suspicions, and any Indian who felt that w ay was not very f: amiliar 
with us or our statements. 

Senator Fuusricnr. Well, they are familiar with our statements, 
but what they say is that the regime in Korea is dependent upon us. 
At any moment we could pull the rug out from under, as they say, as 
[ have heard some of them say. Syngman Rhee is as much a puppet 
of ours, as Czechoslovakia is of Moscow. 

Admiral Raprorp. I would disagree with you. I think the great 
majority of the people in South Korea are thoroughly sold on Syng- 
man Rhee, and I do not think we could pull out the rug. 

Senator Futsricur. If we cut out all aid tomorrow, what would 
happen to his regime ? 

Admiral Raprorp. He would be in real trouble. 

( Deleted.) 

Senator Smirn. Is the Senator through ¢ 

Senator Futsrieur. I will be through in a moment. I just want 
to consider some of these things. I notice that is the attitude of the 
Indians who, right or wrong, are suspicious of any foreign country. 
Now, if we are going to make any use of them, we have to find a way 
to meet them. I do not know how to meet them, but if we are not 
conscious of what their objections to our policies are, I do not know 
how we are going to make any progress. 

( Deleted.) 

Senator Futsrieut. I had the impression that Chester Bowles made 
great progress in getting the confidence of Nehru. Do you believe 
that or not? 

(Deleted. ) 
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Admiral Raprorp. And I would like to find—I think it would be 
vonderful if we could find—some way of getting closer to the Indians, 
ind I think we have made every reasonable effort to do it. 

Senator Futsrient. That is all, Mr. Chairman. 

Senator Smrru. I have just got 1 or 2 questions that were given me 
» ask you. 


















EFFECT OF ATOMIC WEAPONS ON DEFENSE PROGRAM 








What effect does the atom and hydrogen bomb : and t he new weapons 
f war have on the military assistance program? Are these new 

eapons changing our defensive strength in such a way as to enable 
is to reduce the size of ground forces in Europe? In other words, 
lave we got any changed outlook on our old milit: ary setup? 

(Deleted. ) 

Senator Smiru. Have we attained the Lisbon program yet? 

Admiral Raprorp. No, sit 

Senator Smirn. We do not need to go to the full extent of the Lisbon 
rogram ¢ 

Admiral Raprorp. We could not very well. 

Senator Smiru. I was going to ask General Gruenther about what 
ie thought about it, when he comes next week. 

[ just had one more question. I regret that I have another com- 
nittee meeting that I have to Chair at 4:30. Unfortunately, I am 
yn two committees. 






NEW 





\PPROPRIATING 





UNOBLIGATED BALANCES INSTEAD O1] 
FUNDS 





USING THE 


I was going to ask you this: In light of the fact that the program 
‘alls for $3.5 billion all told, and our unob ligated balances exceed that 
umount, what would happen if we do not authorize any money now 
ind let the pipe slines run themselves out? It would certainly take 
1 year to do it. Could we get this idea across properly so that the 
‘ther countries understand it? Do you think we could solve the prob 
lem that way ? 

Admiral Raprorp. I think one of the great difficulties would be the 
other countries’ understanding it. It is a psychological problem in 
that area that would be serious. 

The other thing is we cannot go ahead with any programs—we have 

1 long lead time in these programs—and we do not go ahead with 
sayin until we actually have the money available, so it would mean 
a complete, coming to almost a complete, stop in all our programs for 
the future which would immediately be evident to all of those coun- 
tries; and we would not have—of course, I assume you are not talking 
about the money for the Indochinese war because that is a current 
program. 

Senator Smrrn. I think you would have to take care of that. I was 
thinking more particularly of Western Europe there. 

Admiral Raprorp. Well, there is very little really for Western 
Europe in this program ; isn’t that correct, General Stewart ? 

Senator Smirn. You gave me that figure before, I think. Would 

you be terribly distressed if we cut off any more from Western Europe 
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on the theory that the pipelines were filled for a year or two ahead! 

General Stewart. I would be very much distressed, Mr. Chairman, 
We have this in great detail for you by a special team to put it on, 
but I would like to say this: When we priced out the deficiencies on 
the basis of the forces recommended by the JCS, and approved b 
the Secretary of Defense, and in our normal programing process we 
priced out those deficiencies, they ran up to $4.7 billion. 

Now, this program was very carefully reviewed by the best people 
we had, taking into consideration ex: actly what you have just brought 
out. 

In my oflice it was reviewed by myself, by representatives of the 
Comptroller Ger neral’s Office, with representatives from the State De 
partment and the Foreign Operations Administration and the Bureau 
of the Budget on occasion—the Bureau of the Budget was not ther 
all the time—and then when it went to the Bureau of the Budget it 
was reviewed some more, and out of all those considerations, in spite 
of the fact that the actual price of our deficiencies, as we worked them 
out, was $4.7 billion, our total request at this time is only for $1.58 
billion, and I personally am very strongly of the opinion that we need 
that. 

We have new programs; we have the Japanese program, we have 
the commitment in Spain, we have promised the Dutch to do some- 
thing for an increased force that they say they are going to come 
up with; we want to do more down in Tur key, and under the process 
where it will do things you require money. I am convinced we need 
that, sir. 

Senator Surry. Thank you very much. 


OUTCOME OF A POSSIBLE WAR WITH RUSSIA 


I have got one more question here I was asked to ask you, Admiral 
If all-out war broke out tomorrow, what is your estimate of the 
outcome ¢ 

Admiral Raprorp. You mean being with a global war with Russia ? 

Senator Smiru. Yes; assuming it was world war IIT. Where would 
we be right now, the way we are equipped, the way the secret weapons 
are. and everything else ? 

( Deleted.) 

Senator Smrru. Thank you. 

Senator Aiken ? 


EXPENDITURES FOR FOREIGN AID DURING FISCAL YEAR 1955 


Senator Arken. As I understand it, actual expenses for foreign aid 
are estimated to be about $1 billion more for this fiseal year than for 
the last fiscal year. 

Admiral Raprorp. Actual expenditures ? 

Senator Arken. Actual expenditures. 

Admiral Raprorp. This year, as I understand it, expenditures are 
about $5 billion. 

Mr. Lioyp. That is the estimate for—— 

Senator Arken. The reason I asked that was I noticed that the re- 
quest for appropriation is roughly $1.1 billion less, but the anticipated 
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unexpended balance at the end of the year is to be $2 billion less than 
is at the end of 1954. That would make $900 million more actual 
expenditures for this year, would it not? 

General Srewarr. Senator, I think you are talking about the overall 
program. 

Senator A1ken. I am looking at this little pamphlet. 

General Stewart. I am sorry; I have some figures on the military 
side, and the total figures are in the book and available, but I cannot 
answer that question on the overall. 

Senator Arken. This includes everything, but the change comes 
largely, I would say, in the mutual defense assistance which is antici- 
pated to be about $2 billion less in unexpended balance as of June 30, 
1955, than it is June 30, 1954; and by cutting the appropriation 
roughly $1 billion that would indicate to me anyway that the total ex- 
penditures are going to be about $1 billion more. 

Mr. Luoyp. Senator, I think when you talk about the total you have 
to take into account the carryover of last year, plus the $4.7 billion 
additional obligational authority voted by the C caieees last year, and 
you add those together and you get a total. 

Senator ArkEN. Yes. 

Mr. Luoyp. Now you take the carryover this year and add the new 
obligational authority of $3.5 billion instead of $4.7 billion, and then 
you get a smaller figure, ‘but it does not follow from that that the 
expenditures for the 1955 fiscal year would be smaller than the ex- 
penditures for the 1954 fiscal year. 

Senator Aiken. That is what I was trying to get clear. We can 
have smaller appropriations and larger expenditures. 

Mr. Lioyp. The estimate of expenditures of 1955 over all are sub- 
stantially the same as the estimate of expenditures in the 1954 fiscal 
year ending this coming June 30. 

Dr. Wixcox. But the expenditures will be considerably more than 
the authorization for this year. 

Mr. Luoyp. That is correct. 

Senator Arken. Using simplified bookkeeping, you had just about 
four items. 

(Whereupon, at 4:35 p. m., a recess was taken until Monday, June 
14, 1954.) 
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MONDAY, JUNE 14, 1954 


Untrep Strates SENATE, 
CoMMITTEE ON ForEIGN RELATIONS, 
Washington, D. C. 


The committee met, pursuant to adjournment, at 10:05 o’clock 
a. m., in the Foreign Relations Committee room, United States Capi- 
tol Building, Senator H. Alexander Smith (acting chairman) pre- 
siding. 

Present: Senators Smith of New Jersey, Ferguson, Aiken, George, 
Green, Sparkman, Gillette, and Mansfield. 

Also present: Brig. Gen. Sam C. Russell, Chief, Foreign Aid Divi- 
sion, G-4; Dr. D. A. Fitzgerald, Deputy Director for Operations, 
Foreign Operations Administration; Glen A. Lloyd, Deputy to the 
Director, Foreign Operations Administration; and Frederick E. 
Nolting, Special Assistant to the Secretary for Mutual Security 
Affairs, Department of State. 

Senator Smiru. The meeting will please come to order. 

Just as a preliminary, Mr. Merchant, we opened these hearings 
with Secretary Dulles in public session on June 4; Mr. Stassen was 
heard in open session on June 8; and Admiral Radford in closed 
session on June 9 here. 

This week we are planning to proceed to a more detailed examina- 
tion of the program by geographic areas. 

We are asking your team, your executive branch team, headed by 
yourself, to present the European program. This afternoon we are 
going to have General Gruenther, who will discuss NATO with us 
on the military situation. Later this week we are going to continue 
with the executive branch team on the Middle East and South Asia 
and the Far East, Latin America, and then followed by consideration 
of the multilateral programs of the administrative division. 

Mr. Merchant, I understand you have an overall statement about 
Europe, but we would be very much interested, either before or after 
your statement, in your own observations on the explosion in Paris 
in the last 2 days, of the fall of the Government, and the attempt 
to set up another one. What is the inside information on that? 


STATEMENT OF LIVINGSTON T. MERCHANT, ASSISTANT SECRETARY 
OF STATE FOR EUROPEAN AFFAIRS 


Mr. Mercuant. Right. 
Mr. Chairman, I have not brought any formal statement with me, 
and I feel sure this committee would not want me to retread in any 
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way the ground which Secretary Dulles went over 


in his formal state 
ment when he appeared before this committee. 





MUTUAL-SECURITY PROGRAM AS A WHOLE 


If I might just say one word on the program as a whole, I would 
like to urge its favorable consideration as vital to the maintenance 
of our defenses in the West, to the maintenance of the NATO alli- 
ance, and to the development of our policy in other special areas 
such as Yugoslavia and Spain, which are not members of the North 
Atlantic alliance. 

The program is relatively simple, and I will not go into the figures 
of it. They will be developed by General Stewart and Dr. F itzge erald. 

I would like, however, to call attention to the fact that insofar as 
mutual defense support is concerned, the only programs presented 
here on an illustrative basis are those which cover the very special 
situations of Berlin, Spain, Yugoslavia, and a small amount undis 
tributed. 


POLITICAL SITUATION IN FRANCE 





[ think I might take your suggestion, sir, and go directly to the 
situation in France, which is at the heart of the difficulties with respect 
to EDC, and which has a bearing on developments elsewhere on the 
continent and, of course, in the world. 

As I am sure the committee knows, the Laniel government, which 
lad been in office just short of a year, in fact the second longest period 
in office of any premier since the end of the war, was a right- of-center 
coalition, supported by a relatively narrow margin of votes in the 
Assembly and for the past 6 weeks, clearly living under sufference. 

France today, to a very large degree, is absorbed in the Indochina 
crisis, and has its attention fixed on the Geneva Conference. It has 
been able only with great difficulty, insofar as the parliament is con- 
cerned, to attend to certain domestic legislation. Even more impor- 
tant from the point of view of our interest in the European Defense 
Community, it has not been able to push that issue to a ratification 
debate and vote on the floor. 

Laniel fell last week on a vote of confidence which he called for, 
arising from the conclusion of what has been a series of debates on 
Indochina. 

As I know the committee is aware, the French Constitution is pecu- 
liar insofar as its provision is concerned for dissolution of the Cham- 

ber and a national election. 


FRENCH PARLIAMENTARY SITUATION 


Elections in France are for 5 years for the Assembly. It can only 
be dissolved if within a period of 18 months, 2 governments, not nec- 
essarily successive, but 2 governments, fall on an absolute majority 
vote, on a vote which has been stated in advance as a vote of confidence. 

Senator Smirn. Does the Prime Minister make that statement be- 
fore that is taken; that this is a test of this kind? 

Mr. Mercnant. That isright, sir. In the event he calls for a formal 
vote of confidence, then the motion on which the vote is to be held 
has to lie on the table for 2 legislative days. So the vote on Saturday, 
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which had been described in advance or called for in advance by Laniel 
on Thursday was established as a vote of confidence. 

Contrary to some expectation, the vote which brought him down 
was not by an absolute majority and, in consequence, this almost au- 
tomatic process whereby national elections would be called and the 
\ssembly dissolved did not come into play. 

On a preceding vote 2 days earlier, an absolute majority of the house 
had opposed Laniel on a minor parliamentary point, namely, the order 
of the day, which was indicative of the absence of a majority support 
for him; but when the Assembly came to the ballot boxes on Satur- 
day, after 48-hour reflection, knowing that they were voting on a 
question which had been made an issue of confidence, only 306 instead 
of 314 members of the Assembly voted against the Government. 

What is now going on and promises to continue for some days ? 
really a repetition of ‘what was seen in France a year ago, where, for 
period of several weeks, it was found immponitie to form a govern- 
ment. Leader after leader was called in by the President “of the 
Republic and given the opportunity to as a government, and sue- 
cessively failed. 

VIEWS 





MENDES-FRANCE 


The first leader who has been called by President Coty to attempt 
to form a government is Mendes-France, who is a Radical Socialist, 
whose ideas have been very clearly expressed, both with respect to 
Indochina, where he has not favored in the past a continuation of 
France’s effort, and with respect to domestic measures on which he has 
consistently for some years taken the position that very considerable 
reforms are needed in the economic and fiscal areas within France. 

I would not want to guess on the chances that Mr. Mendes-France 
has. He, as a member of the Radical Socialist Party, presumably 
would look for about the same composition of a coalition to support 
any Cabinet formed as the coalition which supported Laniel. 
| Deleted. | 

My best personal guess is that the crisis over the formation of 
government will not run for the length of time that it ran a year ago 
because of the compulsion which the continuation of the Geneva Con- 
ference imposes on the people in the Parliament of France to limit to 
the shortest possible period the time in which France, in effect, has 
no government. { Deleted. | 







COMMUNITY (EDC) 





DEFENSE 





PROSPECTS FOR EUROPEAN 





That brings us to the question, it seems to me, in a very real way of 
the EDC, and I would not disguise for a moment the difficulties which 
the present situation in France and in Europe generally pose for the 


successful execution of our seblaa y. 

I would say that the prospects, insofar as the substantive issues are 
concerned, for approval by the French Parliament of the EDC were 
never better than they are today. 





















































FRENCH PRECONDITIONS FOR EDC RATIFICATION 





You will recall, sir, that last year Laniel, when he came into office, 
established four preconditions for the ratification debate on EDC 
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the Assembly, which found almost universal support throughout th 
Parliament. Those four preconditions were, first, a settlement wit 

Germany of the problems of the Saar, involving its Europeanization 
second, some assurance that steps would be taken to bring a E curopea 
political community into force relatively early; thirdly, an associatio 

by the United Kingdom in some form satisfactory to the Parliament 
with the EDC; and, lastly, an expression by our Government of ow 
attitudes toward the North Atlantic Alliance and, in particular, to 
ward the European Defense Community. 

Three of those preconditions have been met to the expressed satis 
faction of the French Government, these being the British assurances. 
the President’s message to the 6 members of the Community which 
was published on April 16, I believe, and an agreement of the Foreign 
Ministers of the 6 countries on a plan to call for the direct election of 
the Assembly which will come into force as the legislative body unde: 
the European Defense Community Treaty and which, presumably, 
would merge with the Assembly of the Coal and Steel Community, 
which latter is, of course, a going concern. 

On the fourth matter, né umely, the Saar, the French and the Ger 
mans are very close, I believe, to an agreement, and I do not believe 
that there is reason to feel that this will be an obstacle to ratification, 
if the matter can be brought to a debate. 

But the combination of the Geneva Conference, of the governmental 
crisis now, which reflects this very deep-seated diffic ulty of a narrow 
and uneasy center coalition, on which any coalition government can be 
hased, and the situation in Indochina, coupled with the imminence of 
the summer months when the Assembly traditionally goes into a 
month’s or 6 weeks’ recess, make it extremely difficult from a pro- 
cedural point of view yee difficult but by no means impossible, 
from a procedural or parliamentary point of view to schedule the 
debate now. 

Of course, that summer recess is traditional but it is not constitu- 
tional, and with France facing the problems of Indochina and of the 
debate on the EDC, it is far from impossible that the recess would be 
extremely brief or postponed or even omitted entirely. 


CONTRIBUTING FACTORS IN VOTE OF CONFIDENCE 


Senator Smirn. You do not think that the EDC was a factor in the 
vote of confidence ? 

Mr. Mercuant. No, sir. It has a psychological element in it, and 
undoubtedly the attitudes of many of those or some of those who voted 
against Laniel to bri ing him down were influenced by the EDC issue. 

Senator Frreuson. What was the point stated ? 

Mr. Mercuanrt. It was really, sir, a vote of confidence in the Gov- 
ernment’s handling of the Geneva Conference. It was on Indochina 
that the question arose, and it came out of this interrupted debate 
the third in a series of debates in the last 6 weeks since Geneva started 
on the Geneva Conference and the Indochina situation. 

It was really a vote of confidence on the handling of Geneva and 
Indochina by the Laniel Government. 

Senator Smiru. Then it was a turndown of Bidault ? 

Mr. Mercnanr. Yes. Bidault’s resignation goes in, without Laniel. 





MUTUAL SECURITY ACT OF 1954 


ADENAUER POLICY 


The only other point I was going to make, sir, is that delay in the 
[DC debate in France has obviously serious implications with respect 
o the situation in Germany, and there Chancellor Adenauer is com- 
ng under increased criticism for his European policy, criticism from 
politicians and some from the press. The criticism of his policy, I 
feel, will gain with any signifie ant extension of the period in which 
France fails to act on the EDC. 

Senator SparKMAN. Did you say that was criticism directed at us? 

Mr. Mercuant. No, sir; directed at Adenauer. Some of his op- 
ponents are saying the delay by France in ratifying EDC means they 
ire never going to ratify it, and they are saying, “Your policy has 
been based on the integration of Europe, the community of six, and 
the development of that community, and your policy is now being 
tested.” 

FRENCH ACTION ON EDO 


Senator Smiru. Do I gather from your comments that we will or 
will not expect some action by France on EDC within the next 4 or 
months ? 

Mr. Mercuant. I think the chances, sir, in the next 4 or 5 months are 
excellent. I think there is serious doubt as to whether the action 
can come, for the reasons I suggested, before the summer recess, which 
would tr aditionally take plac e around the middle or latter part of 
July. 

Senator Surru. How long would that last; supposing they come 
back in again? 


Mr. Mercuant. I believe they normally do not come back until 
around the end of September, something of that sort. 


UNITED STATES POSITION TOWARD FRANCE ON INDOCHINA SETTLEMENT 


Senator AIKEN. I have been wondering if the new French Govern- 
ment reaches an agreement with the Communists whereby the three 
states in Indochina continue nominally as French colonies, but actual- 
ly under Communist control, where does that leave us in our relations 
with France, as a whole? Shall we continue to give huge amounts 
of aid to France, knowing perfectly well that three of her states are 
Communist-dominated or just where does it leave us? 

Mr. Mercuant. Well, I think, Senator, it is highly improbable that 
that should occur. 

If it did, I think—if France were then to have within the French 
Union three states with Communist governments, I think it would 
pose an extremely serious situation which we would have to look at in 
terms of the situation both in the Far East and in Europe and do- 
mestically in France at the time. 

Senator Arken. When you say it is improbable, do you mean that 
it is improbable that the Communists would not agree to let those 
states continue nominally as French colonies or that it is improbable 
that France would accept such a proposition on those terms? Is the 
French Government likely to be strong enough to resist a proposition 
of that nature ? 
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Mr. Mercuant. My guess is that they would be, sir; and that is o1 
what I based my statement that I thought it was improbable. I think 
the French Government would resist it, and the French Assembly 
would resist it. 

Senator A1rken. But in the event of such a settlement, it would per- 
manently and effectively preclude our extending aid to the people of 
southeastern Asia, no matter how much they might desire independ 
ence, would it not ¢ 

Mr. Mercuant. Of those three states, I should certainly say so, 
sir. But the development of the situation that you suggested as a 
possibility would require a whole series of steps. First it would in 
volve an agreement by the Communists at Geneva to have elections 
held there in those three states; second, it would involve those three 
states voting Communist, which is a dubious assumption, I think; 
thirdly, it would involve the Communist side agreeing to their retain 
ing their link with France through the French Union, which has been 
hinted, I believe, by Mr. Molotov, but which I am by no means certain 
would be agreed to by the Communists; and, finally, it would involve 
the French Government itself agreeing to the continuation of the 
Union relationship under those circumstances. It is a possibility, sir, 
but I think a remote one. 

Senator ArkEN. But the big question is whether the new French 
Government will have the backbone to resist an unfavorable settle 
ment, is it not? 

Mr. Mercuant. That is right, sir. 

Senator A1rKEN. And you think it will? 

Mr. Mercnant. I would hate to pophesy on it, sir. When I said 
1 though the French Government would resist I meant that I thought 
a French Government, almost any French Government one could fore- 
see in the coming months, would resist the retention within the French 
Union of three outright Communist states. I was not addressing my- 
self to the probable attitude or the attitude of a future French Govern 
ment coming to a settlement with the Communists at Geneva which 
might be on terms along the lines you suggested, although not neces 
sarily. 

Senator Smrrn. You do not anticipate anything favorable coming 
cut of Geneva from your general statement ? 

Mr. Mercnanr. I do not, sir. 

Senator Smiru. I do not, either. I just wondered how you felt. 

Senator Frravson. May I ask this question off the record? 

(Discussion off the record.) 

Senator Frereuson. Why don’t you answer my question now on the 
record, beginning at the beginning again, if you can shorten it up. 

Mr. Mercuant. Right. 


DULLES REAPPRAISAL STATEMENT 


Senator, I know of no specific ultimatum to the French Government 
in the terms that you spoke of one given in March. The statement 
concerning the necessity for an agonizing reappraisal made by Secre- 

tary Dulles in Paris in Dee ‘ember was generally interpreted, certainly 
by the Government and, I believe, by the French Assembly, as indicat- 
ing that if the EDC were not passed within a matter of months, not 
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ears, then the United States would be forced to reexamine its entire 
policy. 
RESULTS OF STATEMENT 


Senator Fereuson. The next question now is what did the Govern- 
ment or the parliament do by reason of the statement. 

Mr. Mercuanr. Right. 

The Government, | believe, has been moving since the first of the 
vear with considerable success to prepare the ground for a successful 
lebate in the EDC, 

[ had mentioned earlier the four preconditions which had been 
stablished by the French Assembly over a year ago, pointed out that 
three of them had been fulfilled and the fourth one was well on its 
way, I believe, to fulfillment. 

I then mentioned the fact that m the end of May, the Socialist 
Congress not only voted overwhelmingly in favor of the EDC, but de- 
cided by vote to impose party discipline on its members when the 
vote on the EDC came, and at the same time, the MRP Congress, 
one of the three largest parties in France, similarly publicly affirmed 
its complete support for the EDC. 

In summary, I believe firmly myself that the French Parliament as 
now constituted will pass the EDC when it is brought to a vote. 


AUTHORITY TO BRING EDC TO A VOTE 


Senator Frreuson. Who has the authority in the French Partia- 
ment to bring it to a vote? Who did have, the Government? Isn't 
it true that the ministers can bring up any matter they want at any 
time ? 

Mr. Mercuant. Yes, sir; that is within the control of the Cabinet 
in establishing the calendar of debate. 

Senator Ferauson. Why didii’t they take it up? 

Mr. Mercnanr. To date, the reason they have not put it on the cal- 
endar was the fact that these steps I spoke of were successively in 
process of being fulfilled, and the Saar is still open. 


THE SAAR PROBLEM 


Senator Frrcuson. I was going te say, there is still one step which 
was the most vital, was it not, so far as France was concerned, and 
that is the Saar? 

Mr. Mercuant. The Saar, and that is correct, sir. 

Senator Frerauson. Why do we believe that is going to be solved ? 

Mr. Mercuant. We have followed, Senator, very closely the con- 
tinuing negotiations between the French and the ‘Germans on that 
subject and, natur: ally, I do not think you would want me to reveal 
the details of them to the extent we know them, but I do say that it 
is my firm belief that that agreement will be reached. 

Senator Fercuson. Within what time? You see, we are asked here 
not to reappraise, but to appropriate for another full year without re- 
appraisal, and I just want to know before we do what France is going 
to do if we can find out. 

Mr. Mercuant. Had it not, sir, been for the fall of the Laniel gov- 
ernment, I would have thought we had solid hope that the Saar 
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agreement could have reached within the next 10 days. I thin! 
this shuffling around, which is inevitable during the formation of 
new government, makes that time period uncertain. 


RADICAL SOCIALIST PARTY 


Senator Frrcuson. If the Radical Socialists come in, certainly that 
government will not bring the EDC up for a vote? 

Mr. Mercuanr. Oh, I would question that, Senator Ferguson. 
Someone has described the Radical Socialists as being more a state 
of mind than a party, and you have all types of opinion in it, but 
Laniel is supported by the Radical Socialists. 

Senator Frrcuson. Is that not true of all members of the French 
Parliament ? 

Mr. Mercnuant. As being a state of mind? 

Senator Ferauson. Being a state of mind rather than a party; that 
is why they have got so many parties. 

Mr. Mercuant. Well, within parties it varies, the extent to which 
there is unanimity on policy and party discipline, but I would by no 
means exclude the possibility of a government under a Radical Social- 
ist Prime Minister maving rapidly to bring it to a debate. 

Senator Frrauson. Could that have been one of the reasons why 
they did not bing it to a vote? Is that one of the reasons because 
he was a Radical Socialist, that we did not get a vote on EDC? 

Mr. Mercuant. No, I think Laniel worked day and night with 
great vigor and complete sincerity to move toward a vote just as 
rapidly as he felt it could be successfully prepared. 


ACTING ON LEGISLATION BEFORE FRENCH VOTE 


Senator Frerevson. Don’t you think that we will be appropriating 
here and passing this bill in the dark as to what France is going to 
do on EDC? 

Mr. Mercuant. Certainly, sir, you will be in all probability, I 
would think, acting on this bill before France had taken the definitive 
vote. 

I think what you have to do, sir, is to look at the prospects, look 
at the overall importance of our alliances in Europe, the maintenance 
of our defenses there, and then act in accordance with your best judg- 
ment, and I would hope that when you come in this committee for a 
vote on the bill, the fact that the EDC at that point had not been 

ratified by France, would not lead this committee to fail to approve 
the program as we have submitted it. 


RICHARDS AMENDMENT 


If I might mention it at this point, in connection with the so-called 
Richards amendment, Mr. Chairman, we believe that provision should 
be in the new bill for the withholding of delivery of items or other 
assistance to those members of the EDC which have not completed 
ratification, but we do feel strongly that there should be an exemption 
from that provision for those four countries which have ratified the 


EDC. We believe that they should not be penalized for the delay 
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hich has occurred in the case of France and Italy. That in a small 
way meets your point, Senator Ferguson. 

Senator SmirnH. We would like to hear from General Russell, but 
| would like to ask you to comment on the situation in Italy, because 
Italy and France are what we are troubled by in our whole deliber- 
itions. 

Senator Gillette, did you want to ask a question on this phase of it? 


FORMING A GOVERNMENT IN FRANC! 


Senator Gitterre. Mr. Chairman, what I was trying to develop 
was the probability for any stable government in France. If Laniel 
is a Radical Socialist, and the new man who has been asked to form a 
government is a Radical Socialist, what reason is there to anticipate 
that this new man will be successful in forming a government ? 

Mr. Mercuanr. If I might answer this quickly off the record, sir? 

Senator Gutterre. Yes. 

(Discussion off the record.) 

Senator Gitterre. Should this man be unable to form a govern- 
ment, or anyone President Coty approached were unable to form a 
government, who takes the next step ? 

Mr. Mercuant. The Assembly alone can take the step, and they 
can only take it by voting out a government on a stated issue of 
confidence by an absolute majority of the membership, 314 votes. 
What they have been doing, what they did this last time, despite the 
fact that more than 314 deputies voted against Laniel on a wabeidai'y 
but nevertheless key issue on Wednesday, when it came Saturday to 
vote on what he called a vote of confidence, I think only 306 voted 
against him. 

Senator Grerre. There can be no dissolution except by action of 
the Assembly itself ? 

Mr. Mercuant. By the Assembly itself, and they have 2 more years 
of political existence. 

Senator Ginterre. One more question: Is there any probability of 
the extreme right and extreme left uniting and commanding enough 
support to form a government? 

r. Mercuant. I think it is highly improbable, sir; highly 
improbable. 

Senator Giuierre. That is all, Mr, Chairman. 


DISSOLVING THE GOVERNMENT 


Senator Sparkman. Do I understand then that the Assembly is 
not in position now to dissolve itself even if it wanted to? 

Mr. Mercuant. That is right, sir. In order to set up the conditions 
for it to dissolve itself a new government would have to come in. 
That government would have to call on a particular issue for a formal 
vote of confidence. 

Senator Sparkman. And be voted out? 

Mr. Mercuant. On that vote this present Assembly would have 
to more than half vote against it. 

Senator SparkMaAN. I heard some commentator yesterday or the 
day before predicting that this present man would be asked to form 
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a Cabinet and that he would decline. Then another Radical Socialist 
would be asked and he would decline. It seemed they had somewhat 
of a lineup that was expected. 

Then later I heard that this man would give his decision today as 
to whether or not he would be willing to try to form a Cabinet. Has 
he yet given that decision ¢ 

Mr. Mercuant. The last word I had before I came up, Senator 
Sparkman, was that he had not reported to President Coty whether 
he felt able to form a Cabinet or not. 


PROVISIONS IN FRENCH CONSTITUTION 


Senator Grorce. Mr. Chairman, I had the impression that the 
Assembly could dissolve the Government, but it did not follow ipso 
facto as in the case of an absolute majority. An absolute majority 
requires them to do it, does it not, where the vote is taken on confi- 
dence and under the conditions set up in their constitution ¢ 

Mr. Mercuant. As I understand it, Senator George, the constitu- 
tion says—it does not make it automatic that national elections follow 
a second 

Senator Grorce, No; but haven't they the authority and power 
to do it? 

Mr. Mercuant. My understanding of the constitution, sir, is that 
after the second vote of confidence within 18 months by an absolute 
majority bringivg down a government, that then the Cabinet has to 
agree with the President of the Assembly that new elections should 
be called. 

Now, this provision, to the best of my knowledge, has never been 
invoked or been practiced since the new constitution was adopted 
in 1947, 

Senator Frrauson. Have they already had one of these votes? 

Mr. Mercuantr. Yes. Something over a year ago there was one 
vote in whiclra government fell by an absolute majority, but the quirk 
in the constitution is that that has to happen again within 18 months. 

Senator Frreuson. Then is it more than 18 months? 

Mr. Mercuant. No, not yet, sir. 

Senator Frreuson. They have got a chance. 

Senator Smirnu. Senator Gillette. 

Senator Giuterre. In view of the fact you stated here that there is 
a probability that we shall be asked to pass on this question of aid 
before there is a stable government or a new government established, 
how is that going to put us in the position of making an agonizing 
reappraisal ¢ 

Mr. Mercuanr. Senator Gillette, maybe I misspoke myself. I 
said, in reply to Senator Ferguson, that I thought this committee 
would have to act before the French Parliament had voted on EDC. 
I would expect that a French Government would be formed before 
you have concluded your deliberations here. 

Senator Giuterre, Perhaps I misunderstand you, sir. 

That is all, Mr. Chairman. 
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POLITICAL SITUATIONS IN ITALY 


Senator Smrru. Would you give us a little comment on the Italian 
situation so we can get the picture of France and Italy, which are 
hanging back on EDC , before we go on to other discussions ¢ 

Mr. Mercuanr. Yes, sir. 

The situation in Italy in some respects very closely resembles that 

France in that there is in Italy, as in France, a disturbingly high 

rcentage of the total vote which, in past elections, has gone to the 
Communist candidates, somewhat higher in Italy than in France. 

One can argue over the extent to which that vote reflects hard-core 
Communists and the extent to which it is swelled by fellow travelers, 
by a protest vote, by general radicals who are not, in fact, Commu- 
nists. Nevertheless, the fact remains that the Communists have a 
disturbingly high proportion of the vote. 

In addition, in It: ily you see the same fragmentation of parties that 
you have in France and, finally, in Italy as in France the Government 
which is one of a center coalition operates with a very, very narrow 
margin of votes in the Chamber. 

Now, for the last year Italy has, it seems to me, been stagnating in 
its foreign policy. Whereas under DeGasperi, Italy had been in the 
forefront of the movement, providing European le: adership, on inte- 

rration—it was a leader in the Coal and Steel Community, European 

i olitical Community and the European Defense Community, for the 
last year Italy has in effect lagged and moved back into the second 
row, 

One of the principal, if not far and away the most important, 
reasons for that has been, in my judgment, the delay in arriving at 
a solution of the Trieste problem. Parenthetically, can I have in this 
case the privilege, Mr. Chairman, of editing anything I put on the 
record ? 

Senator Smirn. You will have the record—before we release it for 
general distribution, we will have you edit it and take out what you 
wish. 

Mr. Mercuant. Thank you, sir. 

(Discussion off the record.) 


ITALIAN ACTION ON EDC 


The Italian Government has never directly linked a Trieste settle- 
ment with favorable action by the Chamber on ratification of the EDC, 
but there is no doubt that public opinion has, and there is no doubt 
that a very large proportion of the Chamber, the Parliament, has 
linked those two issues. 

I think there has also been the element in Italy’s delay on EDC 
of not desiring to get too far out in front of France with whom, as 
you know, there are rather special and friendly relations. 

The bill which would be the instrument whereby the EDC would be 
achieved, the bill for ratification, is in the French Parliament, and 
is under consideration in the appropriate commissions or committees. 

Senator SMITH. In the Italian Parliament. 

Mr. Mercnant. I mean in the Italian Parliament, sir; and I be- 

lieve, while it is not excluded that It: ily might ratify in advance of 
France, certainly I think it is probable that they will move on ratifi- 
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cation very promptly after the French do or even concurrently with 
French favorable reaction. 

Senator Fercuson. Even though Trieste is not settled ? 

Mr. Mercnanv. I think, sir, even though Trieste were not settled 
if the French acted favorably on EDC. I think the situation would 
be such that they would probably act even in advance of the Trieste 
settlement. 

Senator Smirn. You would not be averse then to our including Italy 
and France both under the so-called Richards amendment ? 

Mr. Mercnantr. No, sir. 

Senator Smirn. If they do not come through with EDC then any 
aid we provide for them would be held back. 

Mr. Mercuant. That is right, sir. 


COMMUNIST STRENGTH IN ITALY 


Senator Smrru. What information are you getting on the domestic 
Communist situation? I get letters from friends of mine that that is 
very serious. 

Mr. Mercuanr. In Italy or in France? 

Senator Smiru. In Italy. There is real danger of an increase in 
Communist strength inside Italy, and the Government might fall 
and might go Communist. Is that too strong a statement? 

Mr. Mercuant. I think that is too strong a statement, Mr. Chair 
man, in terms of the immediate future. 

There have been in the last 2 months a scattering of local or muni 
cipal elections which, admittedly, are not decisive indicators, but there 
have been in several local elections within the last 2 months an en 
couraging, though still relatively slight, decline in Communist voting 
strength “compared to the previous elections, including even the 
national elections about a year ago. 

Senator Smiru. Then you do not feel any immediate alarm on that 
point that Lraised ? 

Mr. Mercuant. Not in terms of imminence. 

Senator Smiru. Of course, that would throw EDC right out the 
window if that happened ? 

Mr. Mercuant. Oh, beyond any questions; yes, sir. 


ADDING SPAIN AND YUGOSLAVIA TO NATO 


Senator Smiru. What is the situ: ation with regard to adding Spain 
and Yugoslavia to NATO? Was there any consideration of that ? 

Mr. Mercuant. No active eunaiidbatoen at the present time, sir. 

As you know, adherence to the North Atlantic Treaty, requires 
unanimous action by the existing signatories, and there remain in 
certain quarters, though different in the case of each of those two 
countries, among our “North Atlantic allies objections to bringing 
either Spain or Y ugoslavia in. It is not under active consideration, 
and I do not think it would be propitious at the present time, in any 
event. 

Senator Smrru. Then we are probably going to let that ride for the 
present ¢ 

Mr. Mercuant. Yes, sir. 
(Discussion off the record. ) 
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RUSSIA MOVES TO PREVENT EDC RATIFICATION 


Senator Frrauson. What is Communist Russia doing to keep these 
countries from signing or approving EDC, and what are we doing to 
counteract what they are doing? What is their modus operandi? 

Mr. Mercuant. I would rather furnish that in a little more detail. 

I will produce it for the record. 

(The information referred to is as follows:) 


Ever since the Western allies accepted the principle, in 1950, of rearming West 
Germany the Soviet Union and the French and Italian Communists have used 
a variety of methods to try to persuade France and Italy that such rearmament 
would run counter to French and Italian national interests and that an under- 
standing with the Soviet Union would provide the best guaranty of Western 
kuropean security. 

One of these methods has been diplematic pressure. In the case of France, 
but not Italy, the U. 8S. S. R. has attempted to bring diplomatic pressure to bear 
against the plan for West German rearmament. During the past 3 years or 
so Moscow has sent Paris a whole series of diplomatic notes attacking West 
German rearmament generally and the EDC in particular. Notable among these 
notes were those of January 20, September 11, and October 19, 1951, all of which 
charged France with violating its postwar alliance with the U. S. 8S. R. by agree- 
ing to West German rearmament. The following year the U. 8S. S. R. sent ad- 
ditional notes to France and the other Western allies, the gist of which was 
that the Soviet Union was willing to negotiate a German settlement that would 
assure Western European security without the rearmament of West Germany 

In line with this effort to suggest alternatives to the EDC, the U. §. S. R. 
gave considerable attention in December 1953 to the anniversary of the Franco- 
Soviet treaty and asserted that this treaty took cognizance of the basic fact that 
Germany is the common enemy of France and Russia. On a number of other 
occasions Soviet diplomats have told the French that both France and the 
U. S. S. R. have cause to fear German rearmament and questioned whether EDC 
was in the French interest. The most recent major Soviet diplomatic effort 
to destroy EDC was made on March 31, 1954. In a note of that date to France 
and the other Western allies the U. S. S. R. repeated its objeetions to EDC and 
urged that it be replaced by a new Soviet-sponsored European security pact in 
which the United States might be an active member. In a further effort to win 
support for this proposal, the Soviets offered to consider joining NATO. 

Poland, like the Soviet Union, has made certain diplomatic moves designed 
to persuade France to reject EDC. On November 19 the Polish Government sent 
France and a number of other Western European governments a note attacking 
the EDC on the alleged grounds that it would promote the rebirth of German 
militarism and endanger Germany’s neighbors. At about the same time the 
Warsaw government emphasized its desire for a common Franco-Polish front 
against West German rearmament by inviting a number of non-Communist 
French deputies who oppose the EDC to visit Poland. This visit took place in 
early December. 

The French Communist Party has also played an important role in Soviet 
plans to defeat EDC. For the most part the Communist effort to prevent France 
from ratifying EDC has not taken the form of riots and demonstrations. With 
the exception of the big anti-Ridgway demonstration of May 1952, the Com- 
munists have not attempted to use what might be called direct action against 
the EDC. 

The Communists have instead tried to join forces with the many non-Com- 
munist Frenchmen who oppose the EDC and thus to amplify and direct the 
movement against the treaty. To this end the Communists have played down 
their differences with the non-Communists and sought to represent themselves 
as patriotic defenders of France who are interested only in preventing the re- 
armament of the traditional national enemy. Their propaganda, published in 
their extensive press, has all been to this effect, and they have set forth the same 
line in the many special meetings against German rearmament they and their 
front organizations have held throughout France. 

In October 1953 the Communists decided to make contact at the parliamentary 
level with opponents of the EDC. At that time Duclos, as leader of the party, 
stated that henceforth the Communists would give their full parliamentary 








158 MUTUAL SECURITY ACT OF 1954 





support (they control 100 seats out of a total of 626) to non-Communist leaders 
provided only such support would help defeat EDC and cause France to abandon 
the Indochina war. Under this directive the Communists tried (and failed) 
to secure the election last December of an anti-EDC Socialist as President of 
the Republic, helped elect a speaker of the lower House of Parliament who 
was less pro-EDC than his chief opponent; and, in June, voted for the Mendes- 
France government in the hope that it would not only come to terms with the 
Communists in Indochina but abandon the EDC. 

Since the EDC is not nearly as controversial in Italy as it is in France, the 
Italian Communists have concentrated less attention on it. Nevertheless, the 
EDC has been one of the Italian Communists’ major propaganda issues, and 
they constantly attack the treaty in their press as a thickly veiled attempt to 
revive German military might. Anti-EDC meetings have also been sponsored 
by the Communists throughout Italy. In Parliament the Communists have 
constantly inserted the EDC into unrelated issues in order to advertise their 
arguments against it and to warn the Government that it can expect long delays 
and obstruction from the Communists when the treaty is finally brought to 
the floor for discussion. 

Our efforts to counteract the Communist campaign against the BDC have 
involved a wide variety of actions too numerous to list in detail. On the 
diplomatic front, we have sought to expose Soviet efforts to block the movement 
toward strength and unity in Western Europe. Through our information pro- 
grams and through other means we have sought to make clear the real purposes 
of EDC and the underlying reasons for it, including the fact that the Soviet 
military threat makes it necessary. We have also made ‘it clear that the whole 
movement toward European unity is something which the Europeans them- 
selves have developed voluntarily and which is not the result of United States 
pressure. It has been pointed out that the unity of free nations which is 
emerging in Europe is in sharp contrast to the enforced unity of satellite nations 
under Soviet domination. 


Senator Smirn. Are there any further questions from members of 
the committee before we ask General Russell to make his statement? 


ECONOMIC AID TO SPAIN 


Senator Green. I would like to have a little more detail on what aid 
has already been given to Spain, and in addition, what has been 
promised. 

Mr. Mercuanr. May I leave that, Senator Green, to Dr. Fitzgerald 
and the representatives of defense? I think they could give the figures 
in greater detail than I could. 

Senator Green. You already stated you thought we were all 
familiar with it. I was not, and so I asked you the question. 

Mr. Mercuant. Right. 

Senator Green. If you are not, I wish someone who is would 
answer it. 

Mr. Frrzceratp. Would you like the question answered now spe- 
cifically, Mr. Chairman ? 

Senator Smirn. I think we would like to have it answered right 
now, Doctor. 

Mr. Frrzceratp. The economic aid for Spain during the current 
fiscal year, that it, fiscal year 1954 is $85 million, and the recommenda- 
tion for fiscal year 1955 is | deleted] Senator Green. 

Now, in addition to that, about 2 years ago at the instruction of the 
Congress we loaned Spain $6214 million. Those were loans made in 
1950-51. 

Senator Green. Is that all? 

Mr. Frrzceratp. That is all on the nonmilitary side, sir. 
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Senator GREEN. Let us have the military. 
Mr. Frrzceraup. May I ask General Russell to answer that? 


MILITARY AID TO SPAIN 


General RusseLL. The military program for Spain from 1950 to 
1954 is $140 million, and the proposed fiscal year 1955 program is 
| dele ted}. 

The total shipments to date are quite small because this program 
lias been implemented | deleted }. 

(Discussion off the record.) 


AGREEMENTS WITH SPAIN 


Mr. FrrzGeraLp. Senator Green, I know in general about the ar- 
rangements, but I think either Mr. Merchant or the representative 
of the Defense Department could answer your question specifically. 

Senator GreEN. Thank you. 

Mr. Mercuant. My understanding, Senator, is that title to the 
property, the real estate, of course, remains with the Spaniards. My 
recollection is—and if I am incorrect in this I will correct it on the 
record and let you know, sir—my recollection is that in the event the 
agreement lapses according to its terms, anything movable is re- 
turned to the United States. There would, however, be negotiations 
as to settlement to be made or compensation to be paid for . improve- 
ments or fixed installations. Am I correct in that, General? 

General Russe.u. I think that is generally correct. 

(Discussion off the record.) 

Senator AIKEN. Well, Mr. Chairman, there are not many expendi- 
tures for movable objects, are there? Most of it would be runways. 

Mr. Mercuant. I would think most of it would go into runways. 

Senator Sparkman. And hangars. 

Senator Green. Under what circumstances can it be taken back by 
Spain ? 

Mr. Mercuant. The basic agreement, as I recall it, runs for 10 
years with 2 successive optional periods of 5 years each, and the 
notice period, I think, is 1 year which, I believe, gives a maximum 
life of the agreement of 21 years as it now stands, and a minimum 
life of 11. Can you check me on that ? 

Senator GREEN. You say optional. In whom is the option? 

Mr. MercHAnt. I am sorry, sir, I have not looked at that agree- 
ment recently. Let me furnish that for the record. 

Senator SparKMAN. I take it each one would have an option if 
there was a minimum and a maximum. 

Mr. MERCHANT. Yes. 

Senator SPARKMAN. A minimum would be an option exercised by 
Spain, I should think. 

Senator Green. I understood the statement was that there was an 
option; if there was an option to exercise, then the question of valua- 
tion would be between maximum and minimum. 

Senator SparKMAN. Well, he gave a maximum term of 21 years 
and a minimum term of 11 years. 

(Discussion off the record.) 
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Senator Smiru. Thank you very much. Now, if you are through, 
we will proceed to the next witness. 

(The agreements concluded between the Governments of the 
United States and Spain are as follows :) 


[Department of State, September 26, 1953, No. 519] 


AGREEMENTS CONCLUDED BETWEEN THE GOVERNMENTS OF THE 
UNITED STATES AND SPAIN 


The Governments of Spain and the United States today concluded three bilat 
eral agreements designed to strengthen the capabilities of the West for the 
maintenance of international peace and security. The three agreements cover 
(1) the construction and use of military facilities in Spain by the United States, 
(2) economic assistance, and (3) military end-item assistance, The agreements 
were signed at Madrid by His Excellency Don Alberto Martin Artajo, Spanish 
Foreign Minister, and the Honorable James C. Dunn, United States Ambassador 
to Spain. Under the terms of these agreements, Spain becomes eligible for 
United States economic, technical, and military assistance under the Mutual 
Security Program and the United States is authorized to develop, build, and use 
jointly with Spanish forces certain military airfields and naval facilities in 
Spain. 

Assistance to Spain totaling $226 million during fiscal year 1954 will be fur- 
nished under the terms of the Mutual Security Act. Funds for this purpose 
will include the $125 million for economic, technical, and military aid to Spain 
appropriated in 1951 and 1952 and now carried over by Congress; and $101 mil- 
lion included in the funds recently appropriated by Congress to carry on the 
Mutual Security Program during the fiscal year ending June 30, 1954. Of this 
amount $85 million is for defense support assistance and $141 million is for 
military end-item assistance. 

Under the terms of these agreements, the United States will start construc- 
tion to develop certain existing Spanish military airfields for joint use by the 
Spanish Air Force and the United States Air Force, and will modernize certain 
naval facilities for use by the Spanish and United States navies. The agree- 
ments also provide for the subsequent development of additional military facil- 
ities as future conditions may require. 

Of the $125 million carried over from previous appropriations for aid to Spain, 
$50 million is to be expended on military end-items which will provide training 
equipment and military materiel. The balance of these funds, $75 million, will 
be used for defense support assistance to strengthen the economic foundation for 
the support of the program of military cooperation. This assistance will finance 
Spanish imports of raw materials, commodities, and equipment, and will pro- 
vide such technical assistance as may be required in connection with the program. 

In addition to the $125 million, Spain will receive $91 million for military end- 
item assistance and $10 million for defense support assistance from funds appro- 
priated for the Mutual Security program in fiscal year 1954. 

The Government of Spain will make its contribution to the development and 
support of the jointly used military facilities by devoting a portion of the peseta 
counterpart resulting from United States defense support assistance toward 
defraying construction costs which are payable in Spanish currency. 

The military areas to be used jointly remain under Spanish sovereignty and 
command, The United States command in each case is responsible for United 
States military and technical personnel, and for the operational effectiveness of 
United States military facilities and equipment. 

To facilitate carrying out the terms of the agreements, two groups will be 
immediately established in Spain, under the general direction of the Ambas 
sador, similar to those which are normally maintained in countries receiving 
economic, technical, and military aid from the United States. In connection 
with the economic and technical assistance to Spain, a United States Operations 
Mission is being set up. Similarly, a Military Assistance Advisory Group is 
being established to coordinate the military assistance program with the Spanish 
authorities. 

Today’s signing marked the successful conclusion of negotiations which were 
opened with the Spanish Government in April 1952. Initial steps leading to 
these negotiations included an exploratory conversation which the late Admiral 
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orrest Sherman held with General Francisco Franco in Madrid on July 16, 1951, 
» ascertain what Spain might be willing and able to contribute to the strength- 
ning of the common defense against possible aggression. Following this visit, 
nomic and military surveys were made in Spain prior to the opening of 
gotiations. 
The negotiations were brought to a conclusion by Ambassador Dunn. A Joint 
United States Miliary Group, headed by Major General A. W. Kissner, USAF, 
ssisted the Ambassador in the negotiations leading to the agreements on the 
onstruction and use of military facilities and on military end-item assistance; 
Mutual Security Agency Economic Group, led by the Honorable George F. 
Crain, aided in the negotiations for the Economic Aid Agreement. 


DEFENSE AGREEMENT BETWEEN THE GOVERNMENTS OF THE UNITED STATES AND 
SPAIN 


PREAMBLE 


Kaced with the danger that threatens the western world, the Governments 
f the United States and Spain, desiring to contribute to the maintenance of 
international peace and security through foresighted measures which will in- 
rease their capability, and that of the other nations which dedicate their efforts 
to the same high purposes to participate effectively in agreements for self-defense ; 
Have agreed as follows: 
ARTICLE I 


In consonance with the principles agreed upon in the Mutual Defense Assist- 
ince Agreement, the Governments of the United States and of Spain consider 
that the contingencies with which both countries may be faced indicate the 
advisability of developing their relations upon a basis of continued friendship, 
in support of the policy of strengthening the defense of the West. This policy 
shall inelude : 

1. On the part of the United States, the support of Spanish defense efforts 
for agreed purposes by providing military end item assistance to Spain during 
a period of several years to contribute to the effective air defense of Spain 
and to improve the equipment of its military and naval forces, to the extent 
to he agreed upon in technical discussions in the light of the circumstances, 
and with the cooperation of the resources of Spanish industry to the extent pos- 
sible. Such support will be conditioned as in the case of other friendly nations 
by the priorities and limitations due to the international commitments of the 
United States and the exigencies of the international situation and will be sub- 
ect to Congressional appropriations. 

2. In consequence of the above stated premises and for the same agreed pur 
poses, the Government of Spain authorizes the Government of the United States, 
subject to terms and conditions to be agreed, to develop, maintain, and utilize 
for military purposes, jointly with the Government of Spain, such areas and 
facilities in territory under Spanish jurisdiction as may be agreed upon by the 
competent authorities of both Governments as necessary for the purposes of thig 
ugreement. 

3. In granting assistance to Spain within the policy outlined above, as the 
preparation of the agreed areas and facilities progresses, the Government of the 
United States will satisfy, subject to the provisions of paragraph one, the mini- 
mum requirements for equipment necessary for the defense of Spanish terri 
tory, to the end that should a moment requiring the wartime utilization of the 
ireas and facilities arrive, from this moment, the requirements are covered to 
the extent possible as regards the air defense of the territory and the equipment 
of the naval units; and that the armament and equipment of the Army units 
he as far advanced as possible 


ARTICLE II 


For the purposes of this agreement and in accordance with technical arrange- 
ments to be agreed upon between the competent authorities of both Governments, 
the Government of the United States is authorized to improve and fit agreed 
areas and facilities for military use, as well as to undertake necessary con- 
struction in this connection in cooperation with the Government of Spain, to 
station and house therein the necessary military and civilian personnel and to 
provide for their security, discipline, and welfare; to store and maintain custody 
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of provisions, supplies, equipment, and material; and to maintain and operat¢ 
the facilities and equipment necessary in support of such areas and personne! 


ARTICLE III 


The areas which, by virtue of this Agreement, are prepared for joint utiliza- 
tion will remain under Spanish flag and command, and Spain will assume the 
obligation of adopting the necessary measures for the external security. How- 
ever, the United States may, in all cases, exercise the -necessary supervision 
of United States personnel, . acilities, and equipment. 

The time and manner of wartime utilization of said areas and facilities will 
be as mutually agreed upon. 

ARTICLE IV 


The Government of Spain will acquire, free of all charge and servitude, the land 
which may be necessary for all military purposes and shall retain the owner- 
ship of the ground and of the permanent structures which may be constructed 
thereon. The United States Government reserves the right to remove all other 
constructions and facilities established at its own expense when it is deemed 
convenient by the Government of the United States or upon the termination 
of this Agreement; in both cases the Spanish Government may acquire them, 
after previous assessment, whenever they are not installations of a classified 
nature. 

The Spanish state will be responsible for all claims made against the United 
States Government by a third party, in all cases referring to the ownership and 
utilization of the above-mentioned land. 


ARTICLE V 


The present Agreement will become effective upon signature and will be in force 
for a period of ten years, automatically extended for two successive periods of 
five years each unless the termination procedure hereafter outlined is followed 

At the termination of the first ten years or of either of the two extensions of 
five years, either of the two Governments may inform. the other of its intention 
to cancel the Agreement, thus initiating a consultation period of six months. In 
the event concurrence is not reached on extension, this Agreement will terminate 
one year after the conclusion of the period of consultation. 

In witness whereof the respective representatives, duly authorized for the 
purpose, have signed the present agreement. 

Done at Madrid, in duplicate, in the English and Spanish languages, both texts 
authentic, this twenty-sixth day of September 1953. 

For the Government of the United States of America: 

JAMES CLEMENT DuwNN, 
Ambassador of the United States of America. 

For the Government of Spain: 

ALBERTO MARTIN ARTAJO, 
Minister of Foreign Affairs. 


Economic Alp AGREEMENT BETWEEN THE UNITED STATES OF AMERICA AND SPAIN 


The Governments of the United States of America and Spain: 

Recognizing that individual liberty, free institutions, and genuine independence 
in all countries, as well as defense against aggression, rest largely on the estab- 
lishment of a sound economy: 

Considering that the Congress of the United States of America has enacted 
legislation enabling the United States of America to furnish military, economic, 
and technical assistance to Spain: 

Desiring to set forth the principles which govern the furnishing of economic 
and technical assistance by the Government of the United States of America 
under the Mutual Security Act of 1951, as amended, and the measures which the 
two governments will undertake individually and together in furtherance of the 
objectives of the said legislation: 

Have agreed as follows: 

ARTICLE I. ASSISTANCE 


(a) The Government of the United States of America will furnish the Govern- 
ment of Spain, or any person, agency, or organization which the latter may 
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designate, such economic and technical assistance as may be requested by the 
Government of Spain and approved by the Government of the United States of 
America under the provisions and subject to all the terms, conditions, and termi- 

ation provisions of the then applicable United States laws as well as and subject 
to the arrangements provided in this agreement. 

(b) The two governments will establish procedures whereby the Spanish 
Government will so deposit, segregate, or protect all the funds allocated to or 
derived from any program of assistance from the United States in order that 
such funds shall not be subject to attachment, confiscation, seizure, or any other 
legal processes by any person, firm, agency, corporation, organization, or govern- 
ment when, in the opinion of the United States any such legal process would 
interfere with the attainment of the objectives of the said program of assistance. 


ARTICLE Il. GENERAL UNDERTAKINGS 


(1) In order to further the objectives set forth in the Mutual Security Act of 
1951 and to achieve the maximum benefits through the employment of assistance 
received from the Government of the United States of America, the Government 
if Spain will use its best endeavors. 

(a) To adopt or maintain the measures necessary to insure the effective and 
practical use of all resources available to it, including: 


(i) Such measures as may be necessary to insure that the materials and 
services furnished under this Agreement, including materials and services 
obtained from the funds deposited in the Special Account under Article V 
of this Agreement, are used only for purposes agreed upon by the two 
governments; and 

(ii) The observation and review of the use of such materials and services 
through an effective and mutually acceptable follow-up system. 

(iii) To the extent practicable, measures to locate, identify, and put into 
appropriate use assets and income located in the United States of America, 
its territories and possessions and belonging to Spanish subjects. This 
clause does not impose any obligation on the United States of America to 
assist in carrying out such measures. 


(b) To stabilize its currency, establish or maintain a valid rate of exchange, 
balance its governmental budget as soon as practicable, create or maintain 
internal financial stability, and generally restore or maintain confidence in its 
monetary system ; 

(c) To cooperate with the Government of the United States of America in 
ensuring that any procurement financed with assistance furnished by the Govern- 
ment of the United States of America to the Government of Spain will be effected 
at reasonable prices and on reasonable terms and that the distribution in Spain 
of such materials and services will be made in such a way that such goods and 
services will be effectively utilized for the purpose for which they were intended ; 

(d) To cooperate with the Government of the United States in ensuring that 
any procurement similarly financed and made from areas outside of the United 
States of America, its territories and possessions, will be similarly effected at 
reasonable prices and on reasonable terms, and so as to arrange with the dollars 
thereby made available to the country from which the materials and services are 
procured are used in a manner consistent with any arrangements made by the 
Government of the United States of America with such country. 

(e) To discourage cartel and monopolistic business practices and business 
arrangements which result in restricting production and increasing prices or 
which curtail international trade, to encourage competition and productivity and 
to facilitate and stimulate the growth of international trade by reducing barriers 
which may hamper such trade when the attainment of the agreed program may 
be affected. 

(f) To make as promptly as possible an agreement with the Government of 
the United States of America in which will be established for United States 
nationals and companies a system of payments and international transfers, in- 
cluding the progressive conversion of their accumulated peseta balances. 

(zg) To assist the Government of the United States of America in observing 
and reporting on labor conditions in Spain as these relate to the aims and opera- 
tions of the Mutual Security Program. 

(2) The Government of each country will: 

(a) Join in promoting international understanding and good will and main- 
taining world peace; 




















164 MUTUAL SECURITY ACT OF 1954 


(b) Take such action as may be mutually agreed upon to eliminate causes otf 
international tension ; 

(ec) fulfill the military obligations which it has assumed in multilateral o1 
bilateral agreements or treaties to which both governments are parties ; 

(3) The Government of Spain will: 

(a) make, consistent with its political and economic stability, the full contri 
bution permitted by its manpower, resources, facilities, and general economic 
condition to the development and maintenance of its own defensive strength 
and the defensive strength of the free world; 

(b) take all reasonable measures which may be needed to develop its defense 
eapacities ; and 

(c) take appropriate steps to insure the effective utilization of the economic 
and military assistance provided by the United States. 


ARTICLE ILI GUARANTIES 


Both governments will, upon the request of either government, consult respect 
ing projects in Spain proposed by nationals of the United States of America with 
regard to which the Government of the United States of America may appro 
priately make guaranties in accordance with the provisions of the Mutual Secu 
rity Act of 1951, as amended, as it incorporates sections III (b) 3 of the Eco 
nomic Cooperation Act of 1948, as amended. With respect to such guaranties 
extending to projects which are approved by the Government of Spain, the 
Government of Spain agrees; 

(a) that if the Government of the United States of America makes payment 
in United States dollars to any person under such a guaranty, the Government 
of Spain will recognize the transfer to the United States of any right, title, or 
interest of such person in assets, currency, credits, or other property on account 
of which such payment was made and the subrogation of the United States to 
any claim or cause of action of such person arising in connection therewith. The 
Government of Spain shall also recognize any transfer to the Government of the 
United States of America pursuant to such guaranty of any compensation for 
loss covered by such guaranties received from any source other than the Govern 
ment of the United States of America. 

(b) that peseta amounts acquired by the Government of the United States 
pursuant to such guaranties shall not receive less favorable treatment than that 
accorded at the time of such acquisition to private funds arising from trans 
actions of United States nationals which are comparable to transactions covered 
by such guaranties, and that such peseta amounts will be freely available to the 
Government of the United States of America for administrative expenditures. 

(c) that any claim of the Government of the United States of America against 
the Government of Spain, which results from the aforesaid subrogation, or which 
relates to the aforesaid assets, currency, credits or other property, or any dif 
ference arising under this Article, shall be submitted to direct negotiation between 
the two governments. If, within a reasonable period, they are unable to settle 
the claim or difference by agreement, it shall be referred for final binding deter 
mination to a sole arbitrator selected by mutual agreement. If the Governments 
are unable, within a period of three months, to agree upon such selection, the 
arbitrator shall be one who may be designated by the President of the Interna 
tional Court of Justice at request of either Government. 


ARTICLE IV. ACCESS TO CERTAIN PRODUCTS 


(1) The Spanish Government will facilitate the acquisition by the United 
States of America, upon reasonable terms of sale, exchange, barter, or otherwise, 
and in such quantities and for such period of time as may be agreed between 
both governments of those materials originating in Spain which the United 
States of America might require, as the result of deficiencies or potential deficien- 
cies in its own resources and for stockpiling or other purposes. In such trans- 
actions due regard will be taken of the requirements of Spain for such products, 
both for domestic use as well as for its export trade. The Spanish Government 
will take such specific measures as may be necessary to carry out the provisions 
of this paragraph, including the promotion of the production of the materials in 
question and the removal of any hindrances to the acquisition of such materials 
by the United States of America or their receipt. At the request of either of the 
two governments, negotiations will be initiated for arrangements necessary to 
fulfill the provisions of this paragraph. The Government of the United States 
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of America will endeavor to assist the Spanish Government to increase production 
in Spain of materials referred to in this Article if it is agreed that such action 
is practicable and consistent with the purposes of the Mutual Security Act, as 
amended. 

(2) With respect to materials produced outside of Spain, both governments, 
at the request of either of them, will always cooperate wherever appropriate to 
further the objectives of paragraph 1 of this Article. 


ARTICLE V. LOCAL CURRENCY 


(1) The provisions of this Article shall apply only with respect to economic 
and technical assistance which may be furnished by the Government of the United 
States of America on a grant basis. 

(2) A special account will be established in the Bank of Spain in the name of 
the Government of Spain (hereinafter called the Special Account) in which will 
be deposited pesetas in amounts commensurate with the dollar cost to the Gov- 
ernment of the United States of commodities, services, and technical information 
(including any costs of processing, storing, transporting, repairing, or other 
services) made available to the Government of Spain on a grant basis under this 
agreement. The Government of the United States of America shall, from time 
to time, notify the Government of Spain of the dollar cost of such commodities, 
services, and technical information and the Government of Spain will thereupon 
deposit in the Special Account the equivalent amount of pesetas computed at the 
rate of exchange mutually agreed between the two governments. If, at such 
time or times of notification, the Government of Spain is a member of the Inter 
national Monetary Fund and shall have agreed with the International Monetary 
und upon a rate of exchange, the amount of pesetas to be deposited shall be 
computed at the rate of exchange which shall be the par value agreed at such 
time with the International Monetary Fund; provided that this agreed value is 
the single rate applicable to the purchase of dollars for imports into Spain. If 
at the time of notification a par value for the peseta is agreed with the Fund and 
there are one or more other rates applicable to the purchase of dollars for im- 
ports into Spain, or, if at the time of notification no par value for the peseta is 
‘greed with the Fund, the rate or rates for this purpose shall be mutually agreed 
upon between the two Governments. The Spanish Government shall be able at 
any time to make advance deposits in the Special Account which shall be credited 
against subsequent notifications pursuant to this paragraph. 

(3) (a) The Government of the United States of America will from time to 
time, notify the Spanish Government of its requirements in pesetas for admin- 
istrative and operating expenses incident to operations in Spain under the Mu- 
tual Security Act of 1951 and acts amendatory or supplementary thereto, and 
the Spanish Government will thereupon place at the disposition of the Govern 
ment of the United States such sums, withdrawing them from any balances in 
the Special Account in the manner requested by the Government of the United 
States in the notification. Such sums will be charged to the percentage referred 
to in this paragraph. Ten percent (10%) of each deposit made pursuant to 
this Article will be placed at the disposition of the Government of the United 
States of America. It is understood that the Government of the United States 
of America will not convert funds acquired pursuant to this paragraph into 
any other currency without prior consultation with the Spanish Government. 

(b) Both Governments will agree to the number of and general characteristics 
of military facilities for mutual defense to be constructed in Spain and the 
Government of the United States of America will, from time to time, notify the 
Spanish Government of requirements for peseta expenses which arise from the 
construction and maintenance of such military facilities. The Government of 
Spain will thereupon make such amounts available out of any balances existing 
in the Special Account, in the manner requested by the Government of the 
United States in the notification. 

(4) Recognizing the priority of expenses referred to in Paragraph 3 of this 
Article, the Spanish Government may withdraw funds from any balance existing 
in the Special Account for such expenditures as may be agreed periodically with 
the Government of the United States of America, and which will be in accord with 
the objectives prescribed in the Mutual Security Act of 1951, as amended. 

(5) Any unencumbered balance remaining in the Special Account upon the 
termination of assistance under this agreement other than unexpended amounts 
allocated under Paragraph 3 (a) of this Article, shall be disposed of within Spain 
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for such purposes as may hereafter be agreed upon by the Governments of the 
United States of America and Spain; it being understood that the Agreement of 
the United States of America shall be subject to approval by Act or joint reso- 
lution of the Congress of the United States of America. 


ARTICLE VI, CONSULTATION AND TRANSMITTAL OF INFORMATION 


(1) The two Governments will, upon the request of either of them, consult 
regarding any matter relating to the application of this agreement or to opera- 
tions or arrangements carried out pursuant to this Agreement. 

(2) The Government of Spain will communicate to the Government of the 
United States of America in a form and at intervals to be determined by the 
latter after consultation with the Government of Spain: 

(a) detailed information concerning projects, programs, and measures pro- 
posed or adopted by the Government of Spain to carry out the provisions of this 
Agreement; 

(b) full statements of operations under this Agreement, including a state- 
ment of the use of funds, commodities, and services received thereunder, such 
statements to be made in each calendar quarter ; 

(c) information relating to the Spanish economy, including national and in- 
ternational accounts, which the Government of the United States of America 
may need to determine the nature and scope of operations under the Agree- 
ment and to evaluate the effectiveness of assistance furnished or contemplated 
under this Agreement and generally the progress realized in this field during 
the period of this Agreement. 

(3) The Government of Spain will assist the Government of the United States 
of America to obtain information relating to the materials originating in Spain 
referred to in Article ITV which is necessary to the formulation and execution 
of the arrangements provided for in that Article. 


ARTICLE VII. PUBLICITY 


(1) The Government of the United States of America and the Government of 
Spain recognize that it is in their mutual interest that full publicity be given 
to the objectives and progress of the assistance being rendered pursuant to this 
Agreement and that all pertinent information be made available to the people of 
Spain. The Spanish Government will encourage the dissemination of such infor- 
mation, giving to the assistance furnished by the United States Government 
pursuant to this Agreement, full and continuous publicity through the press, 
radio, and all other available media in Spain and will allow to the United States 
Government, by agreement with the Spanish Government, the use of such media 
as may be required to accomplish this purpose. 

(2) The Government of Spain will grant to representatives of the United States 
press full freedom to observe and report on the operation of the economic and 
technical assistance programs conducted pursuant to this Agreement. 

(3) The Government of Spain will make public in Spain in each calendar quar- 
ter, full statements of operations under this Agreement, including information 
as to the use of funds, commodities, and services rendered. 


ARTICLE VIII. SPECIAL ECONOMIC MISSION 


(1) The Government of Spain agrees to receive a special Economic Mission 
which will discharge the responsibilities of the Government of the United States 
of America in Spain under this agreement. 

(2) The Spanish Government will, upon appropriate notification from the 
Ambassador of the United States of America in Spain, consider the Special Mis- 
sion and its personnel and the United States Special Representative in Europe 
as part of the Embassy of the United States of America in Spain for the purpose 
of enioying the privileges and immunities accorded to that Embassy and its 
personnel of comparable rank. 

(2) The Spanish Government will extend full cooperation to the personnel 
of the Special Mission and to the aforementioned United States Representative in 
Europe and his staff. Such cooperation shall include the provision of all infor- 
mation and facilities necessary to the observation and review of the carrying 
out of this Agreement, including the use of assistance furnished under it. 
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ARTICLE IX. SETTLEMENT OF CLAIMS OF NATIONALS 


(1) The Governments of the United States of America and Spain agree to sub- 
mit to the decision of the International Court of Justice or of a court of arbitra- 
tion or arbitral tribunal to be mutually agreed upon, any claim espoused or 
presented by either Government on behalf of one of its nationals arising as a con- 
sequence of governmental measures (other than measures taken by the Govern- 
ment of the United States of America concerning enemy property or interests) 
taken after April 3, 1948, by the other Government and affecting property or 
interest of such national, including contracts with or concessions granted by the 
duly authorized authorities of such other Government. It is understood that 
the undertaking of the Government of the United States of America in respect 
of claims espoused by the Government of Spain pursuant to this paragraph is 
made under the authority of and is limited by the terms and conditions of the 
recognition by the United States of America of the compulsory jurisdiction of 
the International Court of Justice under Article 36 or the Statute of the Court, 
as set forth in the Declaration of the President of the United States of America 
dated August 14, 1946. 

(2) It is further understood that neither Government will espouse or present 
a claim pursuant to this Article until its national has exhausted the administra- 
tive and judicial procedures of the country in which the claim arose. 

(3) The provisions of this Article shall be in all respects without prejudice 
te other rights of access, if any, of either Government, to the International Court 
of Justice or other arbitral tribunal or to the espousal and presentation of claims 
based upon alleged violations by either Government of rights and duties arising 
under treaties, agreements or principles of international law. 


ARTICLE X. ENTRY INTO FORCE, AMENDMENT, DURATION 


(1) This Agreement shall become effective on this day’s date. Subject to the 
provisions of paragraphs 2 and 38 of this Article, it shall remain in force until 
June 30, 1956, and unless at least six months before June 30, 1956, either Gov 
ernment shall have given notice in writing to the other of intention to terminate 
the Agreement on that date, it shall remain in foree thereafter until the expira- 
tion of six months from the date on which such notice shall have been given. 

(2) If during the life of this Agreement, either Government should consider 
there has been a fundamental change in the basic assumptions underlying this 
Agreement, it shall so notify the other Government in writing and the two Govy- 
ernments will thereupon consult with a view to agreeing upon the amendment, 
modification or termination of this Agreement. If, after three months from such 
notification, the two Governments have not agreed upon the action to be taken in 
the circumstances, either Government May give notice in writing to the other 
of intention to terminate this Agreement. Then, subject to the provisions of 
paragraph 3 of this Article, this Agreement shall terminate either: 

(a) six months after date of such notice of intention to terminate, or 

(b) after such shorter period as may be agreed to be sufficient to ensure 
that the obligations of the Government of Spain are performed in respect 
of any assistance which may continue to be furnished by the Government of 
the United States of America after the date of such notice; provided, how 
ever, that Article IV and paragraphs 3 of Article VI shall remain in effect 
until two years after the date of such notice of intention to terminate, but 
not later than June 30, 1956. 

(3) Subsidiary agreements and arrangements negotiated pursuant to this 
Agreement may remain in force beyond the date of termination of this Agree 
ment and the period of effectiveness of such subsidiary agreements and arrange 
ments shall be governed by their own terms. Article V shall remain in effect 
until all the sums in the currency of Spain required to be deposited in accordance 
with its own terms have been disposed of as provided in that Article. 

(4) This agreement may be amended at any time by agreement between the 
two Governments. 

(5) The Government of the United States will register this agreement with the 
Secretariat of the United Nations. 

In witness whereof the respective representatives, duly authorized for the pur- 
pose, have signed the present Agreement 
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Done, at Madrid, in duplicate, in the English and Spanish languages, both texts 
authentie, this twenty-sixth day of September, 1953. 
For the Government of the United States of America: 
JAMES CLEMENT DUNN, 
t\mbassador of the United States of America. 
For the Government of Spain: 
ALBERTO MARTIN ARTAJO, 
Vinister of Foreign Affairs. 


ANNEX 
Interpretative Notes 


(1) It is understood that the requirements of paragraph (1) (a) of Article LI, 
relating to the adoption of measures for the efficient use of resources, would in 
clude, with respect to commodities furnished under the Agreement, effective 
measures for safeguarding such commodities and for preventing their diversion 
to illegal or irregular markets or channels of trade. 

(2) It is understood that paragraph (1) (¢c) of Article IL does not diminish 
the right and responsibility of the United States of America to specify whatever 
terms and conditions of aid are deemed necessary. 

(3) It is understood that the business practices and business arrangements re 
ferred to in paragraph (1) (e) of Article II mean: 

(a) fixing prices, terms or conditions to be observed in dealing with others 
in the purchase, sale or lease of any product ; 

(b) excluding enterprises from, or allocating or dividing, any territorial mar 
ket or field of business activity, or allocating customers, or fixing sales quotas 
or purchase quotas ; 

(c) discriminating against particular enterprises ; 

(d) limiting production or fixing production quotas; 

(e) preventing by agreement the development or application of technology 
or invention whether patented or unpatented ; 

(f) extending the use of rights under patents, trade marks of copyrights 
granted by either country to matters which, according to its laws and regulations, 
are not within the scope of such grants, or to products or conditions of produc- 
tion, use or sale of which are likewise not the subject of such grants; and 

(g) such other practices as the two governments may agree to include. 

(4) It is understood that the agreement referred to in section (1), paragraph 
(f), of Article II will provide a system of conversion of peseta balances which 
takes into account at all times fluctuations in Spanish dollar availabilities. 

(5) It is understood that the United States of America does not intend to 
resell within Spain any of the materials which it may acquire pursuant to 
paragraph (1) of Article IV. 

(6) It is understood that the time of notification to which reference is made 
in Article V, paragraph 2, for the purpose of determining the rate of exchange 
to be used in computing the deposits to be made upon notifications to the Gov- 
ernment of Spain of the indicated dollar costs of commodities, services, and 
technical information shall, in the case of each notification covering a disburse- 
ment period, be deemed to be the date of the last day of the disbursement period 
covered by the notification. 

(7) It is understood that it is the sense and intent of the last sentence of para- 
graph (2) of Aricle V that the Government of Spain will make arrangements to 
assure that the amounts of pesetas on deposit in the Special Account are suffi- 
cient at all times to permit the Government of the United States to meet its 
obligations for peseta payments for the purposes contemplated by this Agreement. 
The United States will, whenever necessary, inform the Spanish Government of 
its requirements for pesetas and agrees that its requests to the Spanish Govern- 
ment to meet such requirements shall not exceed the amount of economic and 
technical assistance firmly allotted to Spain on a grant basis at the time of 
making such requests. 

(8) It is understood that any agreements which might be arrived at pursuant 
to paragraph (1) of Article LX would be subject to approval by the Senate of 
the United States of America. 
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Mu?1TUAL DEFENSE ASSISTANCE AGREEMENT BETWEEN THE UNITED STATES AND SPAIN 


The Governments of the United States of America and of Spain, 

Desiring to foster international peace and security, to promote understand- 
ing and good will and to maintain world peace; 

Considering that the Congress of the United States of America has enacted 
legislation enabling the United States of America to furnish military, economic 
and technical assistance to Spain so that Spain may accomplish such objectives: 

Desiring to set forth the undertakings and conditions which govern the furnish- 
ng of military assistance by the Government of the United States of America 
under such legislation and the measures which the two governments will under- 
take individually and together in furtherance of the above objectives: 

Have agreed as follows: 

ARTICLE I 


1. Each Government will make available to the other, and to such other gov- 
ernments as the Parties may in each case agree upon, equipment, materials, 
services, or other assistance in such quantities and in aceordance with such 
terms and conditions as may be agreed. The furnishing and use of such as- 
sistance shall be consistent with the Charter of the United Nations. Such 
assistance aS may be made available by the Government of the United States 
pursuant to this Agreement will be furnished under the provisions and subject to 
all the terms, conditions, and other provisions of the Mutual Defense Assistance 
Act of 1949 and the Mutual Security Act of 1951, acts amendatory or supple- 
mentary thereto and appropriation acts thereunder. The two Governments 
will, when it is considered necessary, negotiate detailed arrangements necessary 
to carry out the provisions of this paragraph. 

2. Both Governments will utilize this assistance exclusively for the promotion 
of international peace and security, in accordance with arrangements satisfactory 
to both Governments, and will not, without prior and mutual consent, devote 
such assistance to purposes other than those for which it was furnished. 

3. Arrangements will be entered into under which equipment and materials 
furnished pursuant to this Agreement, and no longer required for the purposes 
for which originally made available, will be offered for return to the country 
which furnished such equipment and materials. 

4. Without prior and mutual consent, neither Government shall transfer te 

any person outside that Government, or to any other nation, title to or possession 
of any equipment, materials, property, information, or services received under 
this Agreement. 
5. The Government of Spain will take such security measures as may be agreed 
in each case between the two Governments in order to prevent the disclosure 
or compromise of classified military articles, services, or information furnished 
pursuant to this Agreement. 

6. Each Government will take appropriate measures consistent with security 
to keep the public informed of operations under this Agreement. 

7. The two Governments will establish procedures whereby the Government 
of Spain will so deposit, segregate, or assure title to all funds allocated to 
or derived from any program of assistance of the United States so that such 
funds shall not be subject to garnishment, attachment, seizure, or other legal 
process by any person, entity, or government when in the opinion of the United 
States any such legal process would interfere with the attainment of the 
objectives of the said program of assistance. 


ARTICLE Il 


The two Governments will, upon request of either of them, negotiate appro 
priate arrangements between them providing for the methods and terms of 
the exchange of patent rights and technical information for defense which will 
expedite such exchanges and at the same time protect private interests and 
maintain security safeguards. 

ARTICLE III 


1. The Government of Spain, in addition to its commitments under other 
agreements with the Government of the United States, undertakes to make avail- 
able to the Government of the United States pesetas for the use of the latter 
Government for its administrative and operating expenditures in connection 
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with carrying out the purposes of the United States foreign aid program. The 
two Governments will forthwith initiate discussions with a view to determin 
ing the amount of such pesetas and to establishing arrangements for the 
adequate furnishing thereof. 

2. The Government of Spain will, except as otherwise agreed to, guarantee 
duty-free treatment on importation or exportation and exemption from internal 
taxation upon products, property, materials, or equipment imported into its 
territory in connection with this Agreement or any similar Agreement between 
the Government of the United States and the Government of any other country 
receiving military assistance. 

3. a. The operations and expenditures effected in Spain by or on behalf of 
the Government of the United States for the common defense effort including 
those carried out as a consequence of any other foreign aid program will be 
relieved from all taxation. To this end the Spanish Government will prescribe 
pertinent procedures satisfactory to both parties. 

b. A Technical Annex attached to this Agreement and authorized by it will 
establish the terms and general procedures for the implementation of this 
paragraph. 

e. The tax relief authorized above will apply to those operations and expend- 
itures of the United States which are authorized by the Defense Agreement and 
arrangements to be concluded thereunder, and the Economic Aid Agreement as 
concluded between the two Governments. 


ARTICLE IV 


1. The Government of Spain will admit personnel of the Government of the 
United States who will discharge in Spanish territory the responsibilities 
acquired under this Agreement and who will be accorded facilities to observe 
the progress of the assistance made available. Such personnel who will be 
United States nationals, including personnel temporarily assigned, will, in their 
relations with the Government of Spain, operate as a part of the Embassy 
of the United States of America under the direction and control of the Chief 
of the Diplomatic Mission, and will have the same status as that of other per 
sonnel with corresponding rank of the Embassy of the United States of America. 
Upon appropriate notification by the Government of the United States, the Gov 
ernment of Spain will grant full diplomatic status to an agreed number of 
personnel designated under this Article. 

2. The Government of Spain will grant exemption from import and export 
duties on personal property imported for the personal use of such personnel 
or of their families and will take adequate administrative measures to facili- 
tate and expedite the importation and exportation of the personal property of 
such individuals and their families. 


ARTICLE V 


1. The Government of each country will: 

a. Join in promoting international understanding and good will, and 
maintaining world peace; 

b. Take such action as may be mutually agreed upon to eliminate causes 
of international tension; 

ce. Fulfill the military obligations which it has assumed in multilateral 
or bilateral agreements or treaties to which both Governments are parties; 
The Government of Spain will: 

a. Make, consistent with its political and economic stability, the full con- 
tribution permitted by its manpower, resources, faciilties, and general eco- 
nomic condition to the development and maintenance of its own defensive 
streneth and the defensive strength of the free world ; 

b. Take all reasonable measures which may be needed to develop its 
defense capacities ; and 

c. Take appropriate steps to insure the effective utilization of the eco- 
nomic and military assistance provided by the United States. 

3. Both Governments are prepared to cooperate in international efforts to 
obtain agreement on universal regulation and reduction of armaments under 
adequate safeguards against violation or evasion. 
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ARTICLE VI 


In the interest of their mutual security, the Government of Spain will coop 
erate with the Government of the United States in taking measures designed 
to control trade with nations which threaten the maintenance of world peace. 


ARTICLE VII 


1. This Agreement shall enter into force on the date of signature; and will 
continue in force until one year after the receipt by either party of written 
notice of the intention of the other party to terminate it, provided that the pro 
visions of Article I, paragraps 2 and 4 and arrangements entered into under 
Article I, paragraphs 3, 5, and 7, and under Article II and Article III, paragraph 
3, shall remain in force unless otherwise agreed by the two Governments. 

2. The two Governments will, upon the request of either of them, consult 
regarding any matter relating to the application or amendment of this 
Agreement, 

3. This Agreement shall be registered with the Secretariat of the United 
Nations by the Government of the United States of America. 

In witness whereof the respective representatives, duly authorized for the 
purpose, have signed the present Agreement. 

Done, at Madrid, in duplicate, in the English and Spanish languages, both texts 
authentic, this twenty-sixth day of September, 1953. 

lor the Government of the United States of America: 

JAMES CLEMENT DUNN, 
Ambassador of the United States of America. 

For the Governor of Spain: 

ALBERTO MARTIN ARTAJO, 
Vinister of Fore ign A ffairs. 


SoLE ANNEX TO THE MUTUAL DEFENSE ASSISTANCE AGREEMENT—FIscAL REeLie: 


1. a. In accordance with Article III, paragraph 3, of the Mutual Defense 
Assistance Agreement, the Government of Spain agrees and guarantees that all 
activities and expenditures undertaken within the jurisdiction of the same by or 
on behalf of the United States, for the common defense, including the activities or 
expenditures carried out in connection with any foreign aid program agreed to by 
the United States, and the activities and expenditures carried on for the common 
defense under the terms of this agreement or otherwise, will be exempt from 
taxation (including surcharges, contributions, or other charges of any nature, 
other than reasonable compensation which may be made by the United States 
for services requested and received) by or for the benefit of the Spanish Govern 
ment, political subdivisions thereof, or quasi-governmental organizations. 

b. The relief will apply in all cases in which the United States is finally subject 
to the payment of the tax, in all cases of taxes which apply directly to expendi 
tures effected by the United States, and in all casse covered in the Defense 
Agreement and arrangements to be concluded thereunder, and the Mutual De 
fense Assistance Agreement and Economic Air Agreement as concluded o1 
September 26, 1953. The fiscal relief will not apply, except as stated above, to 
taxes on the incomes, profits, and operations of those persons or entities who 
render service to, or work for, the account of the United States. 

c. The taxes from which relief is granted by the present Annex, and in anys 
other manner as may hereafter be agreed upon between the parties, shall include, 
but not be limited to: 

(1) Tax on transfer of property and rights to real estate. 

(2) Import duties (any tax or duty payable on the importation of articles, 
materials, or components or parts of the same purchased by means of the 
aforesaid expenditures). 

(3) Export duties. 

(4) Transportation and entry or exit tax. 

(5) Tonnage tax. 

(6) Stamp tax. 

(7) Use and consumption tax (excepting in the case of those products 
[petroleum and its byproducts and tobacco] whose production or sale is 
monopolized by the State). Should purchases be made from other sources 
than the manufacturers themselves, this tax will be applicable, but refund 
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will be made, in accordance with procedures to be developed, of that part of 
the price which includes this tax. These procedures will include the method 
to be used in ascertaining the amount of this tax to be so refunded. 
(S) Provincial taxes (except where attributable to services rendered) 
(9) Municipal taxes (except where attributable to services rendered). 
(10) Tax on industries, trades, and professions in the amount, if any, 
that such tax may be increased due to the activities and expenditures re- 
ferred to in paragraph 1a above. 
(11) Any additional taxes as appropriate. 

d. The tax relief granted in accordance with the provisions of this agreement 
will be considered as supplementing any tax relief normally enjoyed by the 
United States within the jurisdiction of the Spanish Government. The relief so 
accorded will apply to all operations and expenditures of the character described 
in subparagraph a hereof, which may occur after the date of this Agreement. 

e. With respect to any other tax not specifically mentioned in subparagraph c 
hereof and which may be found to be applicable to expenditures or activities of 
the character described herein, the two governments will consult with a view 
to arriving at mutually satisfactory arrangements regarding procedures to 
assure relief from such taxes in accordance with the principle of tax relief 
granted by subparagraph a of paragraph 1. 

f. In the same manner should special situations or circumstances arise with 
respect to taxes of the type covered by subparagraph ec which may affect the 
compliance with the terms of relief granted herein, such situations or cireum 
stances will be discussed between the two governments with a view to supple 
menting this agreement in accordance with the spirit and the terms of this 
Annex. If necessary, the Spanish Government will examine the feasibility of 
appropriate legislation to accomplish this end. 

g. The requirements of Spanish legislation. of a social character and any 
other contributions relating to the employment of individuals are not affected by 
this agreement. 

2. The relief specified above will be granted by means of the procedures 
described below. Changes in these procedures that may appear to be advan 
tageous in order to facilitate the administrative work and the enforcement of 
the exemption granted above, may be initiated as mutually agreed between 
competent United States and Spanish authorities. The record of these changes 
may be in the form of an annex or annexes to be attached hereto when needed 

The United States will inform the Spanish Government (Ministry of Finance) 
of the operations and expenditures it effects which in its judgment should 
enjoy the fiscal exemptions granted by the present agreement. The information 
furnished by the United States to the Spanish Government should be sufficiently 
detailed to permit the best identification of the concept and quantity of the 
operation. Upon receipt of this information report the Government of Spain 
(Ministry of Finance) will issue the pertinent orders to the appropriate services 
(Directorates General, Customs, Ministry of Finance representatives, ete.) for 
the exemption from taxes. In the event that these taxes have already been 
paid, their return shall be ordered. 

An office will be created within the Ministry of Finance expressly for the 
implementation of this Annex. 

Should differences arise concerning the implementation of this Annex, they 
may be referred for the consideration of a board composed of competent authori- 
ties of both governments. 

3. The Government of Spain (Ministry of Finance) may, in agreement with 
the United States Government, and in a manner to be established in each case, 
take the necessary measures to insure that materials and products, imported 
or acquired, exempt from taxes, are not used or destined for purposes other 
than those indicated in paragraph 1a above. 


STATEMENT OF GEN. SAM C. RUSSELL, CHIEF, FOREIGN AID DIVI- 
SION, G-4, DEPARTMENT OF THE ARMY, ACCOMPANIED BY THE 
STAFF OF THE NAVY AND AIR FORCE 


Senator Smrrxa. General Russell, I understand that you are here 
representing General Stewart. 
General Russeii. That is correct, Mr. Chairman. 





MUTUAL SECURITY ACT OF 1954 73 


Senator Smiru. Now, have you a statement for the committee that 
you want to present to us? 

General Russetu. Yes, sir, I have. 

As the chairman pointed out, General Stewart, who is Director of 
the Office of Military Assistance in the Office of the Secretary of De- 
— is responsible for the overall coordination of the military as- 

ects of this program. He is with General Gruenther, at the House 
Foreign Affairs Committee this morning, and asked me to present 
the Defense statement. 

There are other Defense representatives here to assist in this pres 
entation. 

We have Mr. George Denny, who is in the Office of the Assistant 
General Counsel for International Matters, in the Office of the Secre- 
tary of Defense, and providing the legal advice to General Stewart’s 
othce. 

Mr. Richard Crawford, from the Office of the Assistant Secretary 
of Defense, Comptroller, who is the statistical adviser to General 
Stewart. 

For MDAP matters, General Stewart has a direct contact in each 
of the services. 

In the Navy, it is Capt. Warner S. Rodiman, who 7 ere a ay. 

In the Air Force, Brig. Gen. John J. O'Hara, who is represented 
here today by Maj. William Clark. 

I, sir, am the Army contact. 

Now, we have assembled and printed a great deal of material for 
this presentation. Generally it is broken down geogr: het ically by 
area anil by individual countries which, through our past experienc 
with this and other committees, we believe to be in accordance with 
your desires. We are prepared to go into the program in any detail 
you wish. 

Now, if it meets with the comuittee’s approval, I would like to 
continue now with a general program statement, as background to 
the regional statement which will follow. This statement will touch 
on the purposes and significance of the program, its accomplish 
ment, and some of the new developments in the program, and the 
procedures by which generally yearly programs are developed. 

Now the plan was, Mr. Chairman, to present this general statement 
rather than just limit it to the European area this morning. 

Senator Smiri. Proceed in your own way, General. 


WHY MUTUAL-DEFENSE ASSISTANCE PROGRAM MDAP IS IMPORTANT 


General Russret,. The mutual-defense assistance program is the 
military portion of the mutual-security program and is administered 
by the Department of Defense. I believe this program has been 
and will continue to be essential to the security of the United States. 
Through it, on the basic theory that no one nation, including the 
United States, can meet the threat of Communist aggression alone, we 
have been able to strengthen and unite many nations into a mutual 
effort of collective defense. 

At the close of World War II, all of the free world relaxed its 
guard against possible new threats Armed forces were demobilized 
and equipment was disposed of. When the real intentions of Soviet 
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Russia became known, the free world realized its deplorable state 
militarily and economically. It seemed prudent under these circum 
stances, to use the combined talents of the free world. The United 
States had a large production capacity but limited manpower. Thi 
reverse situation, with a few notable exceptions, existed in the rest 
of the free world. The catalyst was, on the military side, the mutual 
defense assistance program. Through it we have been able to furnish 
the products of our industry to friendly nations who have agreed to 
raise forces to promote the concept of mutual security. 

The Department of Defense is proud of the accomplishments of the 
mutual-defense assistance program. 


SPANISH AGREEMENTS PUT IN RECORD 


Senator Smrru. General, would you permit me to break in here? 

General Russe. Yes, sir. 

Senator Smirnu. I will suggest to the committee that those agree- 
ments to which the Secretary testified, be put into the record, that 
is Spanish agreements which we have been discussing. 

Senator Frereuson. It is in the file, I understand, with the United 
Nations. 

Senator Smrru. If there is no objection, we will insert these at the 
close of the testimony of Secretary Merchant. 

Senator Grorcr. You mean the agreements or the press releases? 

Senator Smirn. The agreements are here with the press release, 
explaining it. (For text, see p. 160.) 

Senator Grorge. All right. 


STRENGTH OF PROGRAM HIGHLIGHTED BY HISTORICAL EVENTS 


General Russeti. The military strength that this program has fos- 
tered, nourished, and developed, together with the ever-increasing 
confidence and will to fight aggression engendered in our friends 
by their growing military strength, is highlighted by certain historical 
events of recent years. 

‘ hreatened aggression against Turkey has not materialized. 

‘ivil war in Greece has been satisfactorily resolved. 

The military strength of Spain, Japan, and Yugoslavia—to mention 
« few countries of great importance to the defense of the free world— 
:s now alined on the side of the United States and its friends; others 
are taking steps in this direction, 

Key forces of Latin American countries are being equipped and 
trained to assist in the defense of the Western Hemisphere. 

NATO nations have increased their military strength by at least 
threefold. 

Other countries such as Iran, the Philippines, and Thailand have 
developed sufficient military strength to maintain internal order and 
security. 

The armed forces of the Government of the Republic of China are 
approaching a status of equipment and training which provides a 
significant deterrent to any Chinese Communist ‘intention to invade 
Taiwan. These forces, located as they are on the eastern flank of 
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central China, act as a restraining influence against any aggressive 
designs of the Communist Chinese forces on the mainland. 

The French Union forces continue the fight in Indochina to save 
that area from Communist domination. The continuation of this 
struggle is possible only as a result of the assistance received from the 
United States. 

fach and all of these historical events have added to the security 
of the United States and few, if any, of them would have turned in 
our favor had it not been for the military and moral strength growing 
out of these defense programs. 


NEW DEVELOPMENTS IN PROGRAM 
And now a few words on the new developments in the program. 
SPECIAL WEAPONS 


A mutual special weapons program, for which Congress, last year, 
appropriated $50 million has been initiated. This program is being 
developed and implemented under the direction of the Assistant Sec- 
retary of Defense for Research and Development. ‘The broad objec- 
tive is to increase the defense capability of our allies and ourselves 
through accelerating the research, development, and production of 
advanced types of nonnuclear weapons. ‘Twenty-seven million dollars 
are requested in fiscal year 1955 to maintain the program at the fiscal 
year 1954 level. 

MILITARY FACILITIES 


A military facilities program to encourage the development of a 
defense production base in frie1 idly foreign countries was initiated 
last year. This program is designed to provide close-1:;) support from 
indigenous sources in the event of hostilities. So far the program 
has been limited to facilities projects in Europe for the explosive and 
propellant components of ammunition but next year we propose to 
explore spare parts and maintenance facilities which would be vitally 
necessary in time of war to protect our investment in MDAP equip- 
ment alre ~ady delivered to NATO forces. 


PROVISION OF MILITARY EQUIPMENT 


The major portion of the military assistance funds has been pro- 
gramed for the provision of military equipment from the United 
States and a relatively small amount has been used for training 
purposes. There are also other components of the military assistance 
program, namely, offshore procurement, infrastructure, and reim- 
bursable aid. Offshore procurement, now in its third year, permits 
the United States to purchase in friendly countries abroad a portion 
of the military items furnished under the mutual-defense assistance 
program. Infrastructure is designed to provide certain of the tac- 
tical airfields, naval bases, fuel-distribution facilities, and other vital 
installations essential for the effective combat operations of integrated 
NATO forces. Reimbursable aid, which is characteristic of the basic 
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philosophy of this program, provides a means whereby we can help 
friendly nations of the world to help themselves by permitting them 
to buy military equipment, materials, and services without cost to the 
United States. 


PROCEDURES FOR DEVELOPING MDAP 


I believe it appropriate to briefly review for the committee the 
procedures through which a yearly mutual-defense assistance program 
is developed. This subject was covered in considerable detail last 
year, and I intend only to refresh your memories in the essential] 
steps of the procedure. 


DUTIES OF SECRETARY OF DEFENSE 


Enclosed with this mimeograph you have a series of charts, and I 
refer now to the first chart of that series, which shows the principal 
duties of the Secretary of Defense. 


MUTUAL DEFENSE ASSISTANCE PROGRAM 


PRINCIPAL DUTIES OF SEC. OF DEFENSE 


Secretary of Defense shall have primary 
responsibility and authority for : 


. DETERMINATION OF MILITARY END ITEM REQUIREMENTS. 

. PROCUREMENT OF MILITARY EQUIPMENT IN A MANNER 
WHICH PERMITS ITS INTEGRATION WITH SERVICE PROGRAMS. 

. SUPERVISION OF END ITEM USE BY RECIPIENT COUNTRIES. 
SUPERVISION OF THE TRAINING OF FOREIGN MIL. PERSONNEL. 

. MOVEMENT AND DELIVERY OF MILITARY END ITEMS. 

. ESTABLISHMENT OF PRIORITIES IN PROCUREMENT, DELIVERY 
AND ALLOCATION OF MILITARY EQUIPMENT. 


He has primary responsibility for the determination of military 
end-item requirements; 

For procurement of military equipment in a manner which permits 
its integration with service programs of the separate services ; 

For supervision of end-item use by recipient countries; 

For the supervision of the training of foreign military personnel; 

For the movement and delivery of military end items; and 

For the establishment of priorities in procurement, delivery, and 
allocation of military equipment. 


LOCATIONS OF MILITARY ASSISTANCE ADVISORY GROUPS 
On the second chart, we show the locations of our military assistance 


advisory groups throughout the world to the countries who are in- 
volved in the mutual-defense assistance program. 
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You will note that there are 9 in Latin American areas; 10 in 
Western Europe; 5 in the Near East and African areas; and 5 in the 
Pacific. 

There are 29 MAAG’s and 30 grant-aid countries, Belgium and 
Luxembourg being combined. 


ORGANIZATION AVAILABLE TO SECRETARY OF DEFENSE 


The third chart is an outline of the organization available to the 
Secretary of Defense to carry out his responsibilities. 


ORGANIZATION FOR MILITARY ASSISTANCE 


NORTH ATLANTIC TREATY COUNTRIES 


U.S. LEVEL REGIONAL LEVEL COUNTRY LEVEL 


DIPLOMATIC 
MISSION 


FOA 
MISSION 


At the Government level in Washington, the Director of the For- 
eign Operations Administration is responsible for the coordination 
of the FOA program and the military assistance program. 

The Secretary of Defense, in carrying out the military portion of 
this program utilizes, within his own ‘Office and the Office of the 
Secretary of Defense, the Assistant Secretary of Defense for Inter- 
national Security Affairs. 

Also, he utilizes the Joint Chiefs of Staff for strategic guidance, 
and of course the Military Department for the execution of the pro- 
gram. 

Going to the center column on the chart, in Europe there is a re- 
gional organization with the commander in chief, United States 
Forces, Europe (U.S. CINCEUR) in charge of the military portion 
of the program. 

The block above United States CINCEUR, the United States Re- 
gional Organization, USRO, is headed by Ambassador Hughes who 
provides regional supervision for the FOA program. 

The Secretary of Defense (note the solid line between his block 
and USRO) has a Defense Adviser and a Director of Offshore Pro- 
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curement who is Mr. Tracy Voorhees, on the staff of Ambassador 
Hughes. 

On the 1 ‘ight-hand side of the center column, it represents the inter- 
national organization structure as compared to the United States 
organization, and on the international side, Ambassador Hughes is 
the United States representative to the permanent staff of the North 
Atlantic Treaty Council, and of course as is well known, General 
Gruenther is the NATO military commander (SACEUR), com- 
mander of SHAPE. He is also United States CINCEUR. 

Now, go to the right column. Within each recipient country, the 
Foreign ‘Aid Organiz: ition is headed by what we refer to as a country 
team, consisting of ambassador, as head of the diplomatic mission, 
head of the FOA mission, and chief of the milit: ary assistance ad- 
visory group. The country team integrates the military and economic 
aspects of the country program. 

In the NATO area, the chief of the MAAG, military assistance ad- 
visory group, is under the command of United States CINCEUR. 
In other areas, the MAAG chiefs report directly to the Joint Chiefs 
of Staff. 

MILITARY ASSISTANCE SCREENING PROCESS 


Now, the next chart shows the screening process for the develop- 
ment of the military assistance programs. Actually, this chart is a 
simplified version of the programing process, and the cycle or parts 
of the cycle are frequently repeated in the course of finalizing the 
programs. 


DEPARTMENT OF DEFENSE 


MILITARY ASSISTANCE SCREENING PROCESS 


(NATO COUNTRIES) 


COUNTRY & MAAG REPRESENTATIVES 


— 
[rota 


(COORDINATION WITH 
4 R PROGRAMS 


|BUDGET POLICY 


(CONGRESSIONAL 
. JUDGEMENT 


‘ ’ 
4 


U.S. MILITARY DEPOT 
sToOcKs 


Initially, the MAAG representatives in conjunction with the local 
authorities, and based on forces that have been approved for support 
by the United States, considered as the gross requirement for these 
forces, and reduce these gross requirements by the assets available to 





1SO MUTUAL SECURITY ACT OF 1954 


the country, which ineludes both the delivered and undelivered por- 
tion of the MDA program. 

For NATO countries, the next step in the screening is by United 
States CINCEUR, at which time requirements are rechecked and the 
possibility of intercountry transport, mutual effort by one country to 
another are considered. 

After United States CINCEUR’s review, the programs are for 
warded to the Departments of the Army, Navy, and Air Force for a 
further verification of requirements, for determination of availability 
of the items required, and for pricing information. 

At this time, the programs may be fitted into a dollar ceiling, if 
such a ceiling has then been established by the administration. A fter 
the services review the programs, they are forwarded to the Office of 
the Secretary of Defense where there is a further review with par- 
ticular emphasis on the strategic, economic, and political aspects of 
the program. 

Then the Executive Office of the President, the Foreign Operations 
Administration, State Department and Bureau of the Budget review 
these programs, make a final determination as to what program will 
be actually presented to Congress. 

After action by the Congress, a final program is prepared which 
usually involves a repetition of the complete cycles I have just de- 
scribed. 

The final program is then released for implementation to be sup- 
plied from offshore procurement, from United States depot stocks, or 
from new United States production. 


SUMMARY OF PROGRAMS AND PROGRESS 
Now, chart No. 5, the next chart, gives a summ: ry of the military 
assistance programs and progress, as of December 31, 1954. 
[Unclassified] 
DEPARTMENT OF DEFENSE—MDAP 
Summary of military assistance programs and progress, worldwide 
[Millions of dollars] 


‘is p ‘ij | Proposed 
Fiscal year Fiscal year ped, 
1950-54 | 1954 | Zs ar 


Military assistance charges 
Total program 18, 082 3, 012.8 


Materiel], training, and accessorial 17, 160.7 2, 492.3 | 


Materie]__... oa Oa 16, 200. 2, 159. 


Equipment and supplies 15. 776 
Other materiel charges 124. ¢ 


Training 316.8 
Other ! 


ial nonregional programs 


Infrastructure 

N ATO contributions—military 
Special projects. -. 

Defense administration 
Facilities assistance 

Mutual special weapons 


Reservations for prior-year programs under development... 


Includes special military support program, accessorial and development charges 
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Status of programs for equipment and supplies 


{Millions of dollars] 


j 


Fiscal year 1950-54 program 


Proposed fiscal year 
Shipped Dee. 31, 1955 program 


1953 


ro be shipped 


Charge- Charge- Charge Charge 
able to ed able to > able to able to 
. IE xces Excess 
appro- appro- appro- appro- 
priation priation priation priation 


Excess 


7, 029. 5 694. 1 8, 692. 2 2 i ) 1, 046. 6 


Training programs 


. <— Proposed fiscal year 
| ¥S0-£ ro” _— 2 
Fiscal year 1950-54 program 1955 program 


Spaces Spaces in 
completed, Valin training, 

Dee. 31, _ Dee. 31, 
j 1953 


Spaces 
pro- 
gramed | 
| 


pro- | Value 
| gramed 
| 


1 
V orldwide: | | Thousands Thousands | Thousands 
Formal] training... 52, 887 | $264, 742.0 | 33, 2 $89, 736.9 | , 395 35,450 | $53, 794.8 
Other training ‘ 4. + a 20, 330. 6 | } 


NoTE.—Totals based on unrounded figures hence may vary from totals of rounded amounts. Programing 
information as of Mar. 31, 1954. 


Going along the top tier, we will note that the total 1950-54 pro- 
gram is some $18 billion, of which $3 billion represented the fiscal 
year 1954 program. 

The request for the military for fiscal year 1955 is $1,580,000,000. 

It will be noted that the materiel charges comprise over 94 percent 
of the total program. 

The center tier on the chart shows the worldwide equipment status, 
the shipments, status of shipments as of December 31, and the amounts 
remaining to be shipped. 

It will be noted as of December 31 over half of the program had not 
been shipped. This large unshipped balance was carefully considered 
by the Department of Defense in determining what funds should be 
requested for fiscal year 1955. 

The worldwide requirements to bring forces to the state of readiness 
required by our military objectives and our war plans cost consider- 
ably more than the $1,580,000,000 requested, even though all military 
aid previously programed but not delivered had been considered as an 
asset in the determination of these requirements. 


UNSHIPPED BACKLOG 


The additional $1,580,000,000, together with the unshipped backlog, 
is the Department of Defense’s best estimate of the amount necessary 
to continue the momentum of the program. 

The large unshipped balance can be explained by the following 
factors : 
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It includes the fiscal year 1954 program. As of December 31, ther: 
was no opportunity to make substantial shipments against this pro 
gram because it had only just been approved. 

The unshipped balance includes large quantities of items being 
procured offshore, and because of the time required to establish new 
production facilities, O. S. P. shipments had been small. The un 
shipped balance includes the EDC portion of the fiscal year 1954 pro- 
gram which is, of course, nondeliverable and it includes also the Ger- 
man program much of which is nondeliverable. , 

It includes certain long-lead-time United States items, particularly 
ships and aircraft, and it includes, as a program of this size invariably 
will include, certain hard-to-get items which we just haven’t been able 
to make available. Some of these items represent items that have no\ 
been furnished to United States forces yet, as they simply have noi 
come off production. 

Senator Smirn. Let me interrupt at that point, if I may. 

General Russeuu. Yes. 

Senator Smiru. It has been urged on me that there was so much 
in the pipeline, and so much unobligated appropriation of the past that 
you really didn’t need additional appropriations this year. 

General Russeix. I am sure that has been said many times. 

Senator Smiru. It has been said a great deal, and we have to face 
it and consider it. 

General Russetu. Yes, sir. 

Senator SmirH. Because it will be argued on the floor, and, before 
you finish, I would like to have you comment on that. I don’t want 
to disturb your argument, but will you give us your explanation when 
you finish your report, please, sir? 

General Russeiu. I am about through with the formal statement. 

Those were general statements about the situation and I will be 
glad to go into more detail on them later. 

The bottom tier of the chart shows the status of the training 
programs. 


VALUE OF MILITARY TRAINING PROGRAM 


Now, the training programs, dollarwise, represent something like 
2 percent of the entire program and yet many people in Defense feel 
that the value of this program is all out of proportion, much greater 
than the dollar value indicates. 

Senator Green. Which way out of proportion ? 

General Russeti. Much more useful, sir; that long after the mate- 
riel may become obsolete and is replaced, or is no longer a factor in 
the international field, that the result of the training programs will 
still be felt. 

Senator Smiru. Speaking especially of the training in the Far East, 
in Korea, Formosa, and so on? 

General Russeu.. It is worldwide, sir. Our emphasis, of course, 
in training for the succeeding years is that area, but even in the 
European area, I think it has been extremely useful to have these 
people come and see how we conduct our military training, see how 
we-run our military schools, train our soldiers, seamen, and airmen. 

In fact, the indoctrination of senior officers, we think has been most 
successful. 
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Senator Smirn. You bring them over here to do that ? 

General Russeii. Yes, sir. That is one form of training, and then, 
of course, on the more technical side, in addition to bringing them 
over here we do send training teams that circulate through the various 
countries overseas. 

Senator Smiru. Do you think the countries really want. the service? 

General Russeiy. Sir, I am sure they do. They ask for it. I don’t 
think we force any of it on them at all. 

Senator Smirn. There is some criticism; I have been around the 
world a couple of times now, and there is some criticism in different 
spots that we tend to force our views on others, and they are not too 
keen about it. 

General Russet... Of course there is a very peculiar situation in 
Indochina which I think is a little beyond my competence, but as 
far as the French liking the United States training of French na- 
tionals, I think they do. I suspect that their opposition to large- 
scale training of Indochinese is not reflection against United States 
training methods, but I think there are political and other considera- 
tions there that are responsible for it. 

Senator Smiru. I didn’t want to interrupt you again, but it occurred 
to me that that is worth considering also. 

General Russetu. Yes, sir. 

Now, so much for these charts. 


DEPARTMENT OF DEFENSE, MDAP ( WoRLDWIDE) 
Quantity of selected major items and values 


{Values in thousands of dollars] 


{ 
Fiscal year 1950-54 Fiscal year 1954 Proposed fiscal year 
program program 1955 program 


ro} Quan- | r, . 
tity Value tity Valine 


Quan- 
tity to be 
shipped 


Quantity 
shipped 


Quan- 


ARMY 
Total materiel program $1,101, 742 $485, 973 


Tanks and combat vehicles 279 836.7 | 64, 756. é 
Light tanks 2, 47 2 33, 23% 326 (21, 975. 6 
Medium tanks , 20 , 487 | 72 124, 877. 2 5g (11, 216 
Other combat vehicles 21, 019 | 5,6 , 692 58, 306 33% 7,915 
Miscellaneous } 63, 42 (23, 649 

Motor transport vehicles. 25, 109, 862. 
i4-ton truck , 698 , 007 , 53: (13, 479. 3)| 7, 482 (13, 362 
4-, 5-, 6-ton cargo prime mov- 

ers 2, 78% , S0% 6 9, 969. 5 456 (6, 460. 7) 
244-ton cargo , 57 ,< , 8 3 2 9, 27! (52, 292. 5 
Other trucks 8, 42 3, 296 10, 302 (45, 57 2,7 (18, 081 
Trailers 34, 867 32, 042 5, € (11,7 51 (502 
Miscellaneous (6, 7 (19, 162 

Small arms and machineguns , 285. 3 24, 570 
Total pieces____. , 725, 601 572, 545 98, 725 36, 219. 5) 219, 6 (18, 693. § 
M iseellaneous , 065 (5, 876. 

Artillery , 891. 2 58, 894 
Total pieces 30, 037 , 25 5, 32 (71, 5 ) ye (46, 872 
M iscellaneous 13, 483. 1) (12, 021 

Ammunition, small arms and 

machinegun (M ) 1, 091, 056 55H, 47 271, 007 , 035. 1 267, 697 23, 772 

Ammunition, artillery (M) 35, 371 39, 796 7, 997 293, 819. 7 . 708 138, 052. 7 

All other. 234, 97% 66, 066 
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DEPARTMENT OF DEFENSE, MDAP—Continued 


REMARKS 


Include 
Engineering change ¢ 
Depot exper se, Alr t 
lechnical order comp] 
Tet engine overhaul tools 


Selected support for aircraft 


lotal not programed by countr 


Not Value totals based on unrounded figur 


Quantity of selected major items and values 


{Values in thousands of dollars] 


Fiscal year 1950-54 | Fiscal year 1954 pro- | Proposed fiseal year 
program gram 1955 program 


Quantity 
to be Quantity Value Quantity 
shipped 


Quantity 
hipped 


NAVY 


otal materiel program 


Vessels 
Major combat 
Patrol 
Mine vessels 
Auxiliaries 
Other 
Aircraft, spare parts, and aero equip- 
ment 
Aircraft: 
Fighters, carrier based 
Bombers and patro] C. B 
Martime aircraft 
Other aircraft 
Other aero equipment 
All other 


wwe -~1 


ATR FORCE 
Total materiel program 


Aircraft spares and aero equipment 
Day fighters: 
Conventional 
Jet 
All weather fighters, jet 
Fighter bombers: 
Conventional 
Tet 
Reconnaissance: 
Conventional 
Jet 
Bombers, conventional 
Transport, conventional 
Trainers 
Conventional 
Jet 
Other aircraft 
Initial spares and areo equipment 


All other 


NotTE,—Programs Mar. 31, 1954; progress Dec 


t 
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SHIPPED AND UNSHIPPED ITEMS 


The final chart shows for certain selected items, the quantities that 
have been shipped and the quantities that do remain to be shipped. 

I don’t think, unless someone wants to go into this chart in considerable 
detail, that I will take your time by going over it item by item. 1 
think it suffices to say that if you generally look at the 1954 program 
and compare that with the 6950 through 1954 program, quantities 
remaining to be shipped, you will see the large part of the unshipped 
balance does represent the 1954 program which has just been ap 
proved, and that certainly the unshipped balance is not large com 
pared to the quantities that have already been shipped. 

In summary, Mr. Chairman, the Department of Defense considers 
that this program is essential to the security of the United States; 
that the program has been successful, and that it should be continued, 
and that the funds requested are necessary to maintain the momentum 
of the program. 

APPROPRIATIONS FOR PROGRAM 


Now, I am prepared, if it is the desire of the committee, to follow up 
with the last statement I made, that the funds requested are necessary 
to sustain the momentum of the program. I believe that is what the 
chairman expressed interest in. 

Senator Smiru. Well, that is in line with my previous question to 
you. 

General Russetu. Yes, sir; it is. 

Senator SmirH. With the pipeline full today, do we need to ap 
propriate further this year? 

General Russet... Yes; that is correct, sit 


Now, I would like to limit my statement on this, and I will be able, 
informally, I don’t have it here, but I will furnish a chart for the 
record, I have it here in pencil notes only I must limit this to the 
Army only. I am sure therefore that the other services, the same 
points can equally well be demonstrated, but I believe as I explained, 
Lam substituting as a De »partment of Defense witness today, and my 
field of competence, if any, is in the Army program. 


DEPARTMENT OF DEFENSE MDAP 


Required shipping performance to utilize all Army MDAP funds as of 
ipril 30, 1954 


FROM UNITED STATES SOURCES (EXCLUDES OSP) 
{In millions of dollars] 


Unshipped (fiscal years 1950-54) ____ uh ‘ bd iist: ‘ $1, 764. 5 


Additional fiscal year 1955 funds____ ; ; ; 403. 0 


5 aie ini 360.8 
Required monthly shipping r: ite to ‘ship all by Dec. 31, 1s 055 (estimated 
date shipments using fiscal year 1956 funds could start) 20 months_- 108. 4 
Average monthly shipping (ConUS) rate, first 10 months of fiscal 
year 1954 = Dida Site i 33. 7 


OFFSHORE PROCUREMENT 


Unshipped (fiscal years 1950-54) ite ais 
Additional fiscal year 1955 funds__-_- a 


Required monthly shipping rate to ship | all ‘by Dec. 31, 1956 (esti- 
mated date shipments using fiscal year 1956 funds could start) 32 
months on 

Average monthly shipping (OSI) rate, first 10 months of fiscal year 
1954 
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ANALYSIS BASED ON SHIPMENTS 


The analysis that we have made on this is based on what funds, o1 
funding would be required, including the unshipped balance, and we 
did this on a shipment basis, because we think that is the plainest. 
Obviously, if you don’t have money, you cannot ship. I think every- 
one understands that. 

We did this on a shipment basis, and what we sought to do was to 
determine if in fact, without additional money we could maintain 
shipments at approximately the same level at which they are being 
made now—that is, at which shipments are being made now, if we 
received no money until fiscal year 1956 funds would be available. 

Have I made that clear, sir? 

Obviously, if we get no appropriation this year, then we will have 
no new money until fiscal year 1956 funds can be made available. 

Senator Smiru. That is correct. 

General Russeii. A detailed breakdown for the Army will be given 
to this committee. 

Briefly, it runs like this: 

I am talking now about breaking this analysis down, and you must 
break it down into offshore procurement, and to items being furnished 
from the United States. 

As of December 31, which was the basis of the shipment figures that 
I gave in this book, for the Army—from the materiel to be furnished 
in the United States, there was some 2.3 billion unshipped. 


MATERIEL FUNDS REQUESTED 


Now, we are asking only 400 — more dollars for materiel, and 
all this relates to materiel. We are asking in this program here only 
$400 million more for Army emhenial to be supplied from the United 
States. 

That gives us a total, including the additional sum we are asking 
for, of $2.7 billion to work against. Remember, this is starting as of 
December 31. 

PROGRAMING CYCLE 


Well now, the programing cycle is such that it would be impossible 
to ship against fiscal year 1956 funds that the Congress may make 
available, before January of 1956. 

If you appropriate the funds in, say July or August, we then, as 
I explained in this programing cycle, have to go back throughout the 
world, determine what the program is going to be, and we then have 
to issue the implementing instructions to the technical services to pro- 

vide this equipment. 

It is not just as simple as taking it off the shelf. It has to be proc- 
essed as a minimum, it has to be rehabilitated before we dare send it 
to our allies, and so I think very conservatively we are justified in 
saying that you cannot ship against fiscal year 1956 funds during 
the calendar year 1955. 

That means taking December 31 as the takeoff date, and $2.7 ard 
if the Army is to maintain the momentum of this program, that $2 
billion must cover 24 months of shipments, all of calendar year 1954 
and all of calendar year 1955. 
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Now, that turns out to be an average shipment rate of $114 million 
a month. 

The average monthly shipping rate for the first half of fiscal year 
1954, was $ $133 million a month, so we will actually with the funds we 
are requesting, lose a certain momentum to our program. That is, in 
shipments from the United States. 

By a similar exercise, which I don’t believe I will go into detail 
with, unless you wish, it can be demonstrated that for the off-shore 
proce urement, and there you are entitled to another 12 months’ lead 
time, because 24 months from the United States assumes generally 
that I don’t go into new procurement, that you probably just repair 
and rehabilitate this equipment and ship it out from your mobilization 
reserves. Offshore procurement is different because you do have to go 
out and sign a contract and then have to wait until the line produces 
the equipment. 

Therefore, for the offshore procurement part, and I might say that 
the request for offshore procurement is a very modest item of $86 
million for the Army program for fiscal year 1955, if we take that 
86 plus we have, what we have in the backlog, to cover 36 months of 
shipments, which is what we need to have before deliveries, using fiscal 
year 1956 funds could be made available, then we would require only 
a shipment rate of $47 million a month from offshore procurement, and 
that is quite a reasonable rate. 

We actually exceeded that, or just about reached it for the first 3 
months of this calendar year. 

For the last 3 months, I think that was high, I think it would go 
down, but I am sure it will go back up again. 

Now, that, sir, is the gist of my argument. 

Senator Smitu. Does that finish your statement then for this morn- 
ing? Are you ready for questions from the committee? 

General Russext. Sir, I know the committee is interested in Europe 
this morning and I think it would be very presumptuous of me to talk 
about Europe when General Gruenther is to testify here this afternoon. 
However, if you wish, I have a very short st: itement on the countries 
that are not part of the NATO organization, in this second statement 
that was handed out. 

Senator SmirH. Give us that if you will. 

General Russetu. I would like to introduce this into the record, but 
let General Gruenther talk about NATO. I would much prefer that, 
sir. If you wish, I will give it—— 

Senator Smirn. No. Is this the second statement I have here? 

General Russet. Yes, sir. 

Senator SmirH. At your suggestion then we will insert this in the 
record at this point, and we will hear from General Gruenther this 
afternoon on that. 

General Russeuu. I think that would be better. 

(Four-page statement entitled “Statement on Europe,” by Maj. 
Gen. George C. Stewart, Director, Office of Military Assistance, is 
as follows :) 


STATEMENT ON Europe (Mas. Gen. Grorce C. S 


PEWART, DIRECTOR, OFFICE OF 
MILITARY ASSISTANCE) 


A strong and free Europe is vital to the maintenance of United States 
security interests. It is not difficult to understand how the loss of Europe 


48661—54 13 
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to the Soviets could so reverse the power balance as to make our own security 
doubtful. The loss of Europe would also mean the probable loss of other areas 
of the free world along with the vast strategic resources, skills, and manpower 
now on our side. 

In the military field the United States and its allies are building up strong 
defenses in Western Europe. To help increase the size of the armed forces 
of NATO and to insure that these forces are maintained in a high state of 
readiness, the United States since the inecption of the mutual-defense-assistance 
program has shipped over $6 billion in military equipment and supplies to West 
ern Europe. As a result of determined European efforts supported by the 
military-aid programs, the NATO countries, along with Yugoslavia and Spain 
have increased the numbers and effectiveness of the combined military strength 
with remarkable speed. The Soviets probably could not now launch an attack 
of sufficient magnitude to overrun Europe without noticeable advance prepara 
tion and mobilization of their forces in the area. 

Although much has been done to strengthen the defenses of Western Europe 
much more remains to be done. There still exists a substantial gap in meeting 
the military requirements based on present military strategy and objectives 
NATO forces will continue to grow over those in being at the end of 1953 
and 1954 will see a 5-percent increase in ground-force strength, a 10-percent 
increase in naval strength, and about a 25-percent increase in air strength 
The buildup will stress heavily the combat readiness and fighting power of active 
forces and the higher training levels of reserves. 

The recipient countries themselves presently provide over 90 percent of 
NATO’s ground forces, about 80 percent of NATO’s air forces, plus a good 
share of NATO’s naval strength. In addition, our NATO allies have produced 
approximately $8 billion of military equipment since 1950 and have expended 
over $35 billion in their collective rearmament effort. The United States, as 
of December 31, 1953, has programed over $13 billion worth of military equip 
ment for Europe under the mutual-defense-assistance program. A total of $725 
million additional is being requested for this area for fiscal year 1955 to com 
plete the initial equipping of additional major and support units to be raised, 
to provide some maintenance and spare parts, and to continue the buildup toward 
adequate reserves of ammunition and equipment. 

I have talked mostly in terms of the European NATO countries. Two other 
countries, although not members of NATO, nevertheless have an important 
present or potential contribution to make to the collective defense efforts of 
the West. Yugoslavia is strategically located on the southern flank of Europe 
In Yugoslavia there is a sizable foree of tough and competent fighting men who 
are determined to resist any encroachment on their home territory. Spain is 
the other country to which I refer. Even though Spain is the most recent 
European country to come into the mutual-defense-assistance program, the 
prospects there for development of a sound military program are already most 
encouraging. 

The Federal Republic of Germany is likewise of great significance in the 
defense of Western Europe because of its strategic location, manpower, and 
industrial production. One of the objectives of the United States programs 
in Germany is to assure that military end items will be available promptly 
to equip a portion of West German forces upon ratification of the treaty to 
create the European Defense Community. Toward this end equipment for 
German units is being stocked pending ratification of the EDC. 

There are several components of the mutual defense assistance program to 
which I would like to refer. These are offshore procurement, facilities assistance 
and NATO infrastructure, and the mutual special-weapons program. Offshore 
procurement is a method of procuring military equipment in Europe to help 
develop a strong defense production mobilization base in that area, thereby re 
ducing logistic problems in both peace and war and increasing the self- 
sufficiency of European nations by enabling them to produce a larger proportion 
of their military requirements. Over $2.2 billion of OSP contracts were placed 
in Europe in fiscal year 1952 and fiscal year 1953. The fiscal year 1954 OSP 
program worldwide totals about $900 million of which about $780 million is 
planned for Europe. The fiscal year 1955 OSP program, of course, will be 
much smaller. Present indications are that it will approximate less than one- 
third the fiscal year 1954 program. 

In fiscal year 1954 for the first time a program of military-facilities assistance 
was developed to help expand European productivity capacity more nearly to 
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meet wartime requirements, especially in the critical area of ammunition 
United States aid under the fiscal year 1954 program, so far provided only to 
European countries, amounts to about $47 million, and will be in the form of 
equipment, tools, and technical assistance, with recipient countries covering costs 
of labor, construction, and installation. The proposed fiscal year 1955 facilities 
assistance program is estimated at $20 million. 

The NATO infrastructure program is designed to provide the military facili 
ties essential for the effective combat operation of integrated NATO forces. The 
program includes tactical airfields, naval bases, fuel-distribution facilities, and 
other vital installations. In April 1953 the North Atlantic Council approved 
long-term financing for infrastructure programs for 1954 through 1956 in an 
amount not to exceed S700 million, bringing the total cost of NATO infra 
structure programs to approximately $2 billion. The United States share of this 
will be about $780 million of which $459 million is available through fiscal year 
1954. To provide authority to complete the United States contribution, author 
ization of $321 million is requested in fiscal year 1955, although appropriations 
will be requested only in such amounts as are actually required year by year 

$50 million was appropriated last year for the mutual special weapons pro 
gram to provide for the development and, where appropriate, the production, 
either in this country or abroad, and for use by our allies of newly developed 
or promising United States or foreign-designed nonnuclear weapous of advanced 
types. $27 million are requested in fiscal year 1955 to maintain the program 
at the fiscal year 1954 level. 

Representatives of the Department of Defense can be made available later 
to present the details of these special programs. I am now prepared to go into 
the European military materiel and training programs in complete detail 


CONTINUATION OF MILITARY AID PROGRAM 


Senator Gii.eTre. The statement that you made is based on the as- 
sumption that we are going to continue military aid over a term of 
years, and to keep up the momentum it is necessary to have this ad- 
ditional fund. 

General Russeti. That is correct, sir. I made this point, that the 
$1.58 billion that we are asking for is a figure that is considerably 
smaller than would be the requirement to wind this thing up this year. 
One reason that would be as small as $1.58 billion is because we did 
consider this big unshipped backlog. We felt, as my figures, I hope, 
indicated here, ‘that going along at about the rate we are doing now 
will perhaps—it is sort of a stretchout, we are not going to get this 
done in just 1 year, we are not trying to get our own forces ready 
tomorrow, but we do feel that will indicate the reasonable perform- 
ance, and we won’t have to shut this down and start it up again. 

Senator Gitterre. But you have not taken into consideration at any 
point in these statements the possibility that it won’t be necessary for 
the United States to continue military aid abroad, over a term of 
years. 

General Russeiy. I will say this, maybe I misunderstood your 
question, but in computing these requirements, which I said greatly 
exceed $1.58 billion, we took into consideration everything we felt 
the countries would have a reasonable chance of doing for themselves. 

Senator GiLLeTre. Yes, but assuming that we are going to have to 
furnish military aid over some X period in the future—— 

General Russevy. I think that that is implicit, since we are not try- 
ing to wind it up in 1 year, unless there is a complete change in phil- 
osophy, it will continue. 

Senator GILLetre. It is a continuing program. 
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General Russet... I think so, sir. 

Senator Gruterre. That is all, Mr. Chairman. 

Senator SMirn. As our time is getting short, I think we will hear 
from Dr. Fitzgerald now on his phase of this program. 

Thank you very much, General. 

General Russetn. Thank you, Mr. Chairman. 

Senator Smiru. Next is Dr. D. A. Fitzgerald, Deputy Director for 
Operations, Foreign Operations Administration. 

All right, Doctor. 


STATEMENT OF DR. D. A. FITZGERALD, DEPUTY DIRECTOR FOR 
OPERATIONS, FOREIGN OPERATIONS ADMINISTRATION 


Dr. Firzceratp. I have no prepared statement. I should like to 
make a very few very brief remarks on the nonmilitary assistance pro- 
posed for Europe for the coming fiscal year. 

(There was discussion off the record.) 

Mr. Frrzcrraup. May I go ahead? 

Senator Smiru. You just give us the high spots of your testimony. 


EUROPEAN ECONOMIC PROGRESS 


Dr. Firzceratp, There is in this report a fairly complete summary 
of the European economic situation as of about 60 days ago when 
this report was prepared, which indicates, generally speaking, that 
European economic progress during the last 12 months has been at a 
satisfactory and generally expanding level. 


INDUSTRIAL PRODUCTION 


The industrial production, after leveling off in 1951-52, has in- 
creased 3 or 4 points and is now running steadily above the levels of a 
year earlier. 

GOLD AND DOLLAR RESERVES 


The position with respect to reserves, particularly gold and short- 
term assets, has improved steadily throughout the last 15 months, 
with gold and dollar reserves of Western Europe now at the highest 
level since the end of the war. As the result of the increase in reserves 
and general economic improvement in Europe, generally there has 
been a good deal of relaxation of dollar imports or import restrictions 
on the part of many European countries during the last 12 months, 
particularly Germany and the United Kingdom and the low countries. 

As a result of improvement in the economic conditions in Europe, 
the recommendations before this committee for continued assistance 
to Europe are very limited in size, and for four specific programs. 

Let me indicate the trend in nonmilitary assistance to Europe by 
calling to your attention that in fiscal year 1953 total assistance of this 
kind amounted to $1,237,000,000. In the year just ending, it amounted 
to $621.8 million, and the recommendations before you for the fiscal 
year 1955 are $162 million only. [Deleted.] 
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AID TO ROYAL AIR FORCE (RAF) 


Senator Guerre. Mr. Fitzgerald, may I ask you about that aid 
that was designed for the United Kingdom? You said it was pretty 
expensive for “the Air Force? 

Dr. Frrzcrraup. Yes, the RAF. 

Senator Gitterre. That is nonmilitary aid 

Dr. Frrzceratp. This is an item which we call direct forces support, 

Senator Gillette, and would be, if approved by the Congress, for the 
purpose of financing contracts with the British military aircraft pro- 
ducers for the production of [deleted] worth of fighter and bomber 
planes. 

Senator Gitterre. It isn’t economic assistance then, it is military. 

Dr. Frrzceratp. That is correct in that sense, it is military. 


AID CHANNELED THROUGH FOREIGN OPERATIONS ADMINISTRATION (FOA) 


Senator Fercuson. How do you get it into FOA? 

Dr. Firzcrraip. Because this is a continuation, Senator Ferguson, 
of a program that was initiated in the current fiscal year, under which 
we have just completed an agreement with the British to procure 
| deleted] worth of these planes for the Royal Air Force out of cur- 
rent fiscal year funds. The agreement was entered into only after the 
Defense Department had approved the planes as being appropriate for 
purchase by the United States Government, and for turning over to 
the RAF. 

The program was developed during the current fiscal year, through 
FOA channels, rather than military channels because about a year ago 
we were contributing to the RAF through the allocation of counter- 
part funds for the payment of military procurement. 

Senator Fereuson. Are there still counterpart funds there ¢ 

Dr. Frrzerravp. There are this year, and they will all be allocated 
into the defense establishment in the United Kingdom. The counter- 
part funds accruing from this year’s allotment will amount to the 
equivalent of $115 million. Aside from the 10 percent for the United 
States all of this is expected to be used in the defense establishment. 

Senator Frerevuson. Didn’t we use last year’s funds ¢ 

Dr. Frrzgreratp. Yes, sir; and we used them all for military produc- 
tion in Europe, in the United Kingdom. 

Senator Giutterre. Then this $75 million is for military assistance 
and not economic assistance. 

Dr. Frrzerratp. That is correct ; direct force support is what we call 
it. It is included in the items handled by FOA, rather than by the 
Defense Department because the agreement will be negotiated by our 
representatives in the United Kingdom, rather than by the Defense 
Department, but only after approval by the Defense Department of 
the items to be purchased. 

Senator Ferauson. Why couldn’t FOA get out of this, because of 
such small items? Why do you have to keep a setup at FOA on 
this? 

Dr. Frrzgrracp. Senator Ferguson, FOA could get out of this par- 
ticular item; it could be handled, barring contrary opinion by the 
Department of Defense, by the Defense Department. It is being pro- 
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posed to be handled by FOA merely because it represents the final con- 
tribution to the British program through FOA. 
Senator Frreuson. Why? It is a Defense item which Defense 
should handle. They will know what it is and how it is being handled. 
Dr. Frrzerravp. It is handled through the country team in the 
United Kingdom. 
NUMBER OF PERSONNEL 


Senator Freravson. How many people has FOA ? 

Dr. Frrzgeracp. Mr. Murphy, can you answer that question? I 
think about 25. 

Senator Fereuson. Why do you need them? Why can’t you turn 
this over to the military ? 

Dr. Frrzcerautp. During the current year, sir, we have had two 
programs. 

Senator Frereuson. This will keep you into next year, 1955. 

Dr. Frrzcrratp. Well, we will have a continuation and winding up 
of this year’s program. 

Senator Frrcuson. You don’t seem to be able to get through with 
it. I want to know why you can’t get through and turn this over to 
the military. 

Dr. Frrzgrratp. Our FOA personnel in London now, is 28. And 
we contemplate 16 for the next year. 

Senator Frreuson. But why have any? Why can’t that all be done 
by the military ? 

Dr. Frrzcrravp. Senator Ferguson, in my opinion this particular 
| deleted | item could be, with one possible qualification, if I may lay it 
out for the committee : 


SURPLUS AGRICULTURAL COMMODITIES 


The House Foreign Affairs Committee, in considering this legisla- 
tion has tentatively proposed to earmark $500 million of assistance 
under the mutual security program for the purchase of agricultural 
commodities to be used in lieu of dollar assistance. 

Now, if the House, and your committee, and the Senate and the 
Congress generally approve that arrangement, then it would be con- 
templated that the proposed assistance to the United Kingdom would 
be in the form of agricultural commodities. 

Senator Ferauson. Over and above this item ? 

Dr. Frrzerrarp. | Deleted.| No, sir; in lieu of. The amount [de- 
leted] would be used instead of for the direct purchase of planes in 
the United Kingdom, which I agree with you, sir, could be done by 
the Military Establishment, instead of that, it would be contem- 
plated under the legislation as it is now being developed by the House 
Foreign Affairs Committee, the amount [deleted] of surplus agri- 
cultural commodities would be furnished to the United Kingdom, sold 
to the United Kingdom for sterling, and sterling used to pay for these 
aircraft. 

Senator Feravuson. Why do we need these people over there? Why 
can’t that all be done in one deal, and why keep 16 people in London? 
This is a contract where you sell them so much goods. 

Dr. Frrzgerap. Sir, if the bill is reported out by the Congress, and 
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acted upon by the Congress so that the aid proposed for the United 
Kingdom for the expansion and modernization of the British Air 
Force is to be handled through the sale to the United Kingdom of 
surplus agricultural commodities for local currency, we will need for 
implementing that arrangement a staff in London. It cannot be 
done without it. 

Senator Frerauson. Why can’t you sell the goods to them, and the 
military—they supervise the production of planes. 

Dr. Frrzgrratp. There are a number of reasons, sir. In the first 
instance we have to decide with the United Kingdom what agricul- 
turs al commodities the United Kingdom will buy. 

Senator Fereuson. Why can’t you decide that here? 

Dr. Frrzceratp. You mean working through the British Embassy 
here ¢ 

Senator Frerauson. Yes. . 

Dr. Frrzgrravp. That is one alternative, but it is not as satisfactory 
as being able to work through your own representative in the Capitol. 
We have found from experience, sir, if we are going to get prompt 
and effective implementation of these programs, we do need a staff in 
the capital of the country with which we are working, and I submit 
to the committee that the staff is being reduced rapidly, and that 16 
for fiscal 1955 is relatively small, and represents nearly a 50-percent 
reduction from the number we have had this last year, and is only 
one-third of the number we had 2 years ago. 

I believe, sir, we are phasing out with a reasonable degree of celerity. 


CONCLUSION DATE FOR FOA 


Senator Smirn. I understand that fiseal 1955 is the last year that 
we will be through with the FOA operations. 

Dr. Frrzgeraup. We have no plans or proposals at the present time, 
sir, for any nondirect military assistance to the United Kingdom 
after 1955. 

Senator Smiru. That would be true for that year, but Mr. Stassen 
asked us to continue this for 1 year, this program for this fiscal 1955. 
| Deleted. | 

Senator Smirn. Then, this is sort o fa liquidation proposition this 
year, 1955, is that correct ? 

Dr. Frrzarranp. Yes, sir. 


ECOMOMIC CONDITIONS IN WESTERN EUROPE 


Senator SmirH. Some questions have been submitted to me here 
which I would like to get into the record, and get your comments on. 
From some of the information that we have gotten through your 
compilations, I find the following about economic conditions in West- 
ern Europe: 

In Belgium, economic activity has tended to level off. Unemploy- 
ment averages 7 percent of the labor force. The Government budget 
deficit is high. 

Luxembourg: After 10 years of unusual prosperity the Luxembourg 
economy oper: ated at a reduced level in 1951 and 1952. In 1953 the 
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steel industry, which accounts for about 50 percent of the national 
income, experienced further significant declines. 

In France, the French economy has reached a plateau and has shown 
in the past year or so little tendency toward further growth. 

In Italy, the overall level of unemployment remains at about 2 
million, with an equal number underemployed. 

Netherlands, economic activity reached the highest level of the 
postwar period in 1953 and the general level of prices has declined, 
but per capita consumption is barely equivalent to the prewar rate, 
because of a high rate of population growth and a low rate of indus- 
trial productivity. The gross debt of the Netherlands Central Gov 
ernment amounts to 104 percent of the gross national production. 

Now, do these facts indicate a declining ability in Western Europe 
to support an adequate defense program ¢ 

And, is e@onomic activity expected to continue at or below the 
present level? What steps can the United States appropriately take 
to bring about a renewed period of economic growth ? 

Based on this general decline, can you give us your comments on 
that, for the record ? 

Senator Frrevuson. Mr. Chairman; I didn’t understand that Dr. 
Fitzgerald gave us any such facts in his opening statement at all. I 
thought that he was optimistic. 

Senator Smirn. I got that impression too. 

Dr. Frrzgrrarp. Sir, the two countries that were mentioned in 
that paper, Mr. Chairman, are the two which have not shown signific- 
ant economic developments, or expansion in the last 12 months, 
Belgium and France. 

In both instances, the level of economic activity in those two coun- 


tries during the last 12 months has been at or slightly below the level 
of the previous year or two. 

In the case of the rest. of Europe, the reverse is true. The United 
Kingdom, Netherlands, Germany, Austria, Italy have all had signi- 
ficant increases in economic activities and economic production dur- 
ing the last 12 months. 


UNEMPLOYMENT IN ITALY 


In the case of Italy, it is true, sir, that there is a continuing large 
volume of unemployment, but in calendar year 1953 industrial produc- 
tion in Italy was 127 percent of the 1950 average which represents a 
12-point increase over the level of 115 percent. in the calendar year 
1952, so that during the last 12 months Italy has reinstituted the 
processes of economic development, although because of the large 
population and the large volume of unemployment, this increase in 
industrial production and activity in Italy has done not much more 
than absorb the natural annual increase in the number of people 
entering the work force, so that the number of unemployed and un- 
deremployed are not significantly less than they were a year ago. 

Senator Smiru. Then, if that is static, and remains at about 2 mil- 
lion, an equal number of underemployed, there must be a total of 
about 4 million altogether affected. 

Dr. Frrzceratp. That would be substantially correct. 
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ABILITY TO SUPPORT ADEQUATE DEFENSE PROGRAM 


Senator Smiru. Now, coming back to my question, then, do these 
facts indicate a declining ability in Western Europe to support an 
adequate defense program? Do you think they will be able to sup- 
port an adequate defense program after we get through helping them? 

Dr. Frrzceraup. Those facts indicated would apply to Belgium and 
France, not Western Europe generally. Insofar as Western Europe 
generally is concerned, we anticipate, and the Western European 
countries generally anticipate a maintenance, indeed a slight increase 
for the area as a Whole in the resources devoted to defense and defense 
production. 


DEFENSE EXPENDITURES IN EUROPE 


In fiscal year 1953, defense expenditures in Europe amounted to 
the equivalent of $13.3 billion. In fiscal year 1954, that is the year just 
ending, the estimated expenditures were the equivalent to $13.6 bil- 
lion. 

And our estimate for fiscal 1955, on the assumption that EDC i 
ratified and that the German contribution will then increase, canmiai 
to $15.1 billion. 

In the case of the 2 countries that you have mentioned, Belgium—we 
estimate the defense expenditures in fiscal 1955 to be $470 million as 
compared to $485 million in fiscal 1954, a very slight decline which I 
think reflects the economic observation you just made. 

In the case of Italy, the same tendency is also evident. We estimate 
defense e xpenditures to be $810 million in fiseal 1955, as compared to 
an estimate of $830 million in fiscal 1954. 

In both instances, a modest decline rather than a further increase 
is expected in defense expenditures in 1955, 

Senator Smiru. You wouldn’t say there was an overall decline in 
Western Europe’s ability to support an adequate defense program ? 

Dr. FrrzGerA.b. Slightly increasing. 


OFFSHORE PROCUREMENT—-SEPARATE CONTRACTING 


Senator Smirn. There have been more questions given to me by the 
staff after studying the Bridges-Symington report, which only re- 
cently came out, and which I assume you studied. 

The first one was this: 

In a report on their European examination of the offshore pro- 
curement program, Senators Bridges and Symington noted that con- 
tracts for the purchase of 64 and 48 Hawker Hunter interceptor 
planes were entered into with Belgium and the Netherlands at a cost 
per aircraft of over $27,000 more than these aircraft are costing the 
United States in contract with the United Kingdom. 

What advantage is derived from separate contracting in the two 
low countries, and why would it not have been wiser for the United 
States to contract for all these planes in the United Kingdom. 

That is just a question that appears in the Bridges-Symington re- 
port. Can someone answer that for the record ? 

Senator Grorce. That is a military matter. 

General Russe.,. I am not qualified to speak for the Air Force, 
and what I say will have to be subject to verification. 
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It is my understanding there was an agreement reached that if the 
forces would be raised to man these aircraft, then certain of these 
aircraft would be procured in the countries that are actually going 
to provide the forces. 

Senator Smrru. In return for their raising the forces ? 

General Russeii. That is part of an agreement that you increase 
the level of forces. 

I will have to have that verified, though. 

Senator Smiru. A premium paid by us for them to contribute more 
Air Force people ? 

General Screens: I think that is about correct. I believe they are 
buying some of the aircraft themselves. 

Senator Smiru. Thank you. 


OFFSHORE PROCUREMENT PROGRAM IN ITALY 


The Bridges-Symington report raises a number of serious questions 
with respect to the offshore procurement program in Italy. Appar- 
ently as yet there has been no finalized contract with the Italian Gov- 
ernment, but merely a letter contract for the assembly of 50 F-86K 
fighters. According to the report, the ultimate cost of these planes 
will be far in excess of their cost to the United States. Now, the 
question is asked: Since the stated object of placing this contract in 
Italy was to revive the aircraft industry in that country, how is it 
possible for the production of only 50 planes, assembled out of com- 
ponent parts purchased from the North American Aviation Co. in the 
United States, to achieve this result ? 

That is the first question on that, general. Can anybody answer 
that ? 

If there is any difficulty in answering, I will be glad to submit these 
questions for the record, and have the military people give us the 
answer. 

General Russeity. I would much prefer that. 

(Classified information was subsequently furnished to the com- 
mittee. ) 

RISK OF ITALIAN GOVERNMENT'S CONTRACTOR 


Senator SMITH. The Italian Government’s contractor is the Fiat 
Co., of Turin, 72 percent of the workers of which are members of the 
Communist Union. Aside from the doubtful desirability of having 
a working arrangement on American F-86’s with such a company, 
aren’t there tremendous risks of sabot: age in such an arrangement ? 
And isn’t it foolish in the extreme to place a contract with an area 
which at the first sign of trouble will be unreliable? In the event of 
trouble with the Soviet Union, could any of this production be 
counted on? 

If you prefer, I will submit that also, and ask you to give us a 
reply so the members of the committee will have it before them when 
we consider it. 

General Russet. I would prefer that, sir. 

Senator Smirx. Thank you. 

That is for the record. 

Are there any further questions? 
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SURPLUS AGRICULTURAL COMMODITIES FOR UNITED KINGDOM 


Senator Grorcr. What is the House contemplating with agricul- 
tural products for the United Kingdom? 

Dr. Frrzcrratp. The House is contemplating, Senator George, ear- 
marking a half a billion dollars of any assistance provided under 
the proposed Mutual Security legislation for the purchase and fur- 
nishing of surplus agricultural commodities in lieu of dollar assistance. 

Now, if the House approves of that proposal, and this committee 
and the Senate does, sir, then we will have to revise our program 
so that we can effectively use those earmarked agricultural commodi- 
ties in achieving the objectives and purposes of this proposed bill. 
One of the ways in which we would propose to revise our plans 
would be that instead of buying direct from British ‘abartabnvers 
|deleted| worth of aircraft, we would sell to the United Kingdom 
| deleted | worth of agricultural surplus, or agricultural commodities 
for sterling, and take the sterling and place the contract with the 
British aircraft industry in sterling. 

Senator George, I see. 

Dr. Frrzceratp. The [deleted] would then go to United States 
suppliers of the surplus agricultural commodities, either the Com- 
modity Credit Corporation if the commodities came from that 
source, or from commercial suppliers, if they were bought in the 
commercial market. 

Is that clear ? 

Senator Grorer. Yes. 

Dr. Frrzcrravtp. Does that answer your question / 

Senator Grorce. I wanted to get that straight. 

Senator SparKMAN. In that connection, Doctor, how much of the 
present fiscal year’s programs was assigned by agricultural 
commodities? How has that program moved along? 

Dr. Frrzceratp. Senator Sparkman, there was no earmarking of 
funds for surplus agricultural commodities ~ Senne program, 
the regular legislation for the current fiscal yes 

Senator Sparkman. I have reference to the a that Sena- 
tor McClellan offered on it. 

Dr. Firzeeraup. The legislation was amended by the addition of 
section 550 this last year, which requires that not less than $100 
million and not more than $250 million worth of funds appropriated 
under the legislation should be used to pay the United States sup- 
pliers in dollars of commodities, such surplus agricultural canal 
ties to be sold abroad for local currency, and of that $250 million 
maximum we expect sales of more than $240 million. 

Senator Grorer. At the end, in that fiscal year 

Dr. Frrzceraup. By the end of this fiscal year, they will not all be 
delivered, but authorizations will be outstanding to that amount. 

Senator Smirn. Are there any further questions ? 

(No response.) 

Senator Smiru. We are very grateful to you, and also to Mr. Mer- 
chant and General Russell, and to their aides. Thank you all very 
much. 

The meeting stands adjourned until 2:30 this afternoon, at which 
time I understand General Guenther will be here. 
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(Whereupon, at 12:30 p. m., the committee recessed, to reconvene 
30 p.m. of the same day.) 


AFTERNOON SESSION 


Present: Senators Smith (presiding), Knowland, Hickenlooper, 
Ferguson, Aiken, Capehart, George, Green, Sparkman, Gillette, and 
Mansfield. 

Also present : Maj. Gen. George C. Stewart, Director, Office of Mili- 
tary Assistance, Office of the Secret: ry of Defense; and Tracy S. 
Voorhees, Division of Offshore Procurement, Europe. 

Senator Smrrn. The committee will come to order. 

We are lacking some of our very interested members who will be 
here later, General. 

We are present to hear you; we welcome you to the United States. 
I feel you are doing a great job. We want you to tell us about what 
is happening in Western Europe. 


STATEMENT OF GEN. ALFRED M. GRUENTHER, SUPREME 
COMMANDER, THE ALLIED POWERS IN EUROPE 


General Gruentruer. Mr. Chairman, I am very delighted to be back 
here, and I will go over the Western European situation as I know it. 

While I am here, I understand that your hearings on the mutual 
security program have already started, and you will have other wit- 
nesses who will testify as to the details of that program. 

Senator Smrru. I will tell you now that we started with the Secre- 
tary of State, and then we had Mr. Stassen for the FOA; then we had 
Admiral Radford. This morning we had Mr. Merchant, with the 
West Europe situation, and General Russell, but we are naturally 
keenly interested to hear your overall picture of the NATO setup, and 
whatever is going on in Europe; also, anything about France you 
want to say. “Ma it informal, and give it to us as you see it. 

General GruentuHER. Yes, sir. 


IMPORTANCE OF PROGRAM 


While I am here, sir, I want to say that we attach very great im- 
portance to the iubein security program. That part of it which per- 
tains to our area is the part that we know best, but having some know]l- 
edge of the state of the world, we support the entire program en- 
thusiastically not only for our area but for the rest of the world also, 
in other words, the bill as it is before you. 

Senator Smrru. Do you agree with all the others who say that this 
is a global situation ? 

General GrurentruHer. That is very much so. 

Senator Smiru. Not confined to any area? 

General GruenrHeEr. No, indeed, and that is becoming more and 
more evident in the problems we are having. 

What I am going to do, if it meets with your approval, is go over 
our military sifuation. Then in the questions that will come out, you 
will probably broaden it out. I will be glad to have you interrupt at 
any time as I go along. 
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ORGANIZATIONAL SETUP OF NATO 


This, of course, is our NATO organizational setup which 1s familiar 
to you. This is our headquarters, SHAPE, the headqu: urters which 
General Eisenhower organized, when he came over to France on the 
7th of January 1951. We are finishing now about a 314-year period. 

One of the things which we found when General Eise Se ois came 
over was that not only did we have inadequate resources, but the 
modest ones that we did have, we had no way of utilizing. 

Since that time, we have, in addition to much greater forces than 
we had then, a command system by which we can bring into action 
the forces which we have. That command system is shown on this 
chart. Here in the north, under a British general, General Mansergh, 
we have a sector for the defense of the north, specifically Norway and 
Denmark: in the center, for the defense of this area, we have Marshal 
Juin; in the south for Italy, Greece, and Turkey, with headquarters 
at Naples, we have Admiral Fechteler, and for the Mediterranean 
itself we have Admiral Mountbatten. 

Now, we have communications with all of those headquarters now 
and those communications are pretty good. 

The communications deficiencies which do exist have alre ady been 
largely programed for. We have the money to perfect them, and 
[deleted] we will have almost perfect communications. 

In addition to the communication or control side, we have agreed 
war plans for all of these sectors for a strategy to get the best use out 
of the forces that we do have. Each one of these commanders knows 
now exactly what he would do if today, the 14th of June, a conflict 
broke out. 

Now, whether we would be successful in the result if it did break 
out today depends upon many factors. I would like to go over what 
some of those factors are. The main one, of course, is the enemy 
strength. 

STRENGTH OF SOVIET FORCES 


In the past 3 to 4 years, there has been very little numerical increase 
in the Soviet strength. There has been a very material increase in the 
effectiveness of the Soviet forces. Their air power, by changing over 
to jet airplanes, and as a result of reequipping with ‘better airpl ues, 
has greatly improved. In the ground divisions they have made them 
more mobile and furnished better equipment; in the navy, there has 
actually been some increase, and that increase is a fairly substantial 
one. They have had quite a naval building program. 

But, by and large, the size of the Sov riet forces is about the same 
as it has been for several years. 

Now, what the Soviets are increasing, however, is the size of their 

satellite forces. They are having a mutual security program of their 
own which does not go through the benefit of parliamentar Vy procedure, 
but on which they are spending a great deal of effort. The results 
begin to show up in Une chart where you see the increase in satellite 
divisions. [Deleted.] 

Now, those satellite divisions are still not first-class units. [De 
leted.] They have Soviet personnel to train them and advise them, 
und it is Soviet equipment. In fact, from the standpoint of equip 
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ment, you have from Berlin clear out to Vladivostok one type of 
equipment and standardized procedure. 

These divisions in a few years will be first-class divisions; they 
are not, as I said, first-class divisions now; but they are carrying out 
an increase there. 

Senator Smira. How do they compare in size with our divisions? 

General Gruenruer. They are built on the Soviet-type division 
which is a smaller-type division than we have, Senator Smith, roughly 
eleven to twelve thousand. [Deleted.] 

Senator Smrrnu. Senator Ferguson has a question. 

Senator Ferauson. When you said they were not first-class, are you 
discounting the personnel training or the equipment or both? 

General GruENTHER. Weare doing both of them. 

Senator Fercuson. Both of them. 

General GruenrHer. And what we are doing, you see, is resorting 
to the same type of thinking that we do with respect to our own divi- 
sions. We call some of our divisions first-class and some of them 
second-class. Supposing you have a division that has only 7,000 men 
in it, and you have to bring in 5,000 reserves on D-day. Well, you 
have got a division that you cannot regard as first class. 

Senator Frrauson. Yes; but what about the training of those that 
are actually in there, and w hat about the equipment ? 

| Deleted. | 

General Gruentuer. Well, they are still having some pains in that, 
Senator, but they know that, and they are improving it. 

[ Deleted. ] 


SOVIET DISCIPLINE 


Naturally, the Soviet has a problem. They have a reliability prob- 
lem. I would say that they have got a good many reservations on 
that, but the Soviets are concentrating repeatedly on the young people 
to indoctrinate them and, as you begin getting a new crop of young 
people in, you will have greater political ‘reliability. 

Now, a week ago yesterday—in fact, a week ago today—this congress 
of kids, the young people, in East Berlin ended. They brought in 
500,000 of those this year to East Berlin. 

Two years ago when that happened, we had a tremendous number 
that fled over into West Berlin and, of course, it was very much to 
the Soviet’s disadvantage because going from East Berlin into West 
Berlin is like going to an oasis from a desert, and so the comparison 
did them a gr eat deal of harm. This year they kept those kids out, 
and there were very, very few that came over. 

Well, now, if they can keep this younger group in line for 3 or 4 
years, they will be the chaps that will be coming into service, and 
the units will be in much better shape. 

Senator Frerauson. They showed real discipline this year, did they 
not? 

General Groentuer. Well, they showed discipline, plus the fact 
that they had plenty of guards around. The kids had trouble break- 
ing through, and the Russians did not have the difficulties they had 
before. 

Last year on the 17th of .fyne, in 3 days just a year ago, they had 
that riot in East Berlin. They are not likely to do that again. The 
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Russians have it under control, and they are not going to let it be 
repeated. They did a bad job on that, and they looked pretty poor. 
3ut they have learned their lesson. 

[ Deleted. | 

Senator Smirn. Senator Green, you had a question. 

Senator Green. I wanted to ask the very question that the general 
partly answered ; that is, how dependable the Russians regarded these 
satellite armies. 

General GruentuerR. They do not regard them as dependable 
enough, Senator; they are still worried about it. [ Deleted.] 

However, it is a tricky job to make air forces, as we have found on 
our side, but they will solve it 3 or 4 years from now, and these are 
going to be first-class air forces. 

Senator Green. Another question: How reliable are these figures? 

General Gruentuer. Pretty reliable; they are reasonably good; I 
know of no basis to challenge the figures. They are good enough to 
stand up under pretty good observation, I would say. 

Now, one of the figures we devote a great deal of attention to is the 
Soviet airfield complex next to our area. 

There has been a considerable improvement in that in the last 3 
years. [ Deleted. ] 


PROGRESS IN AIRFIELD CONSTRUCTION 


Now, while we are on the airfield program, I think it is appropriate 
that we should talk about our own airfields. This is what the situa- 
tion was when General Eisenhower came. We had between 15 or 20, 
and none of those would take jets. But that was not too important be- 


cause we had so few jets to put on them. 

Now, we have made very great progress in that field with difficulties 
that have been tremendous ones. That picture now looks like this. 
These are all airfields that have been built with NATO money and 
constitute what is known as the NATO infrastructure program. 
They do not include airfields in the United Kingdom as those have not 
been financed by NATO. 

They do not include the ones in north Africa for the same reason. 
| Deleted. } 

Senator Ferauson. But in Italy? 

General GruentHer. In Italy there are these [ pointing to chart}. 

The blue ones are the ones that are being completed; the red ones 
are the ones that are completed ; and there are still others in the process. 
| Deleted. } 

Senator Smiru. You do not show any in Spain there? 

General Gruentuer. No, sir; any more so than we would the ones 
in north Africa, because those were not financed by NATO money, 
since Spain is not in NATO. 

Senator Smiru. These are only NATO? 

General GruentHer. Yes, sir; they are all NATO airfields, built as 
part of NATO programs. 

Now, that is a very substantial progress under difficulties which 
were tremendous. You had to get an agreement on how the money 
was to be divided, and there was no formula : you did not know whether 
to do it on the number of redheaded women in the country or the gross 
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national product or whatever it was. Practically all of those con- 
siderations were thrown up at one time or the other. 

They passed the hat around and nothing would come into it. They 
would vote on each other’s contribution, and nothing would come into 
that. It wasa very frustrating experience but it was effectively solved 
and here are the airfields now. {[ Deleted. | 


PIPELINE PROJECTS 


Now, we found that hand in hand with this, we ran into great prob 
lems of bringing the gasoline and other fuels wp for these planes. 
The transportation system just was not adequate to handle it, so that 
brought up the necessity of pipeline projects. This pipeline project 
| pointing to chart] is the planned one, most of which has now been 
financed, although there is actually little construction which has 
started as yet. Two to 3 years from now that will have become a 
reality, and will give us very great flexibility in keeping this air 
force going. | Deleted. | 


GERMAN EDC CONTRIBUTION 


We feel that in this critical central area, our shield is not yet 
enough [deleted | so we advocate very strongly that we have a German 
contribution. As you know, that is tied up in the EDC; 4 countries 
have ratified that; and the other 2, Italy and France, have not. 

Senator Knowtanp. Yes, but how long, General, can we permit 
these two weak links in our chain, which may involve the very life and 
security of this nation, to continue to hold back the German contribu- 


tion—lI have served both on this committee and before I was here, in 
the Armed Services Committee—every officer who has come and testi- 
fied, has said that without a German contribution, the chances of hav- 
ing an effective defense in Western Europe are, at least, highly 
dubious. 

Now, I have listened to that 1 year and 2 years and 3 years, and we 
do not have a German contribution. [Deleted.] Personally, I do 
not think that the provision which merely withholds additional new 
money on the contribution to those countries which do not ratify EDC 
is of sufficient leverage to get what we need. 

I think an amendment should be drafted that no further deliveries, 
either out of new money or old money, shall go to any country which 
has not ratified EDC, and I think until you do that you are not going 
to get the French to move. [Deleted.] Now, I speak, as one who has 
supported all of these programs for the last 9 years that I have been in 
the Senate but I am getting a little tired of the situation when I think 
the very life of my country may be at stake. [ Deleted. | 

Yes; but the cold hard facts, General, are, as President Cleveland 
said, that a condition, not a theory, is confronting us. 

For 3 years the Congress has been told that we will have EDC. We 
have been putting money out on the assumption we would have EDC, 
and up to today, we do not have a single German division organized. 

General Grunruer. That is right. 

Senator Knowxianp. In EDC. 
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Now, after all, I think we are about at the point where we are 
entitled to results if it is correct, as I understand your testimony, that 
you need German divisions. 


SOVIET AIR POWER 


Senator SparKMAN. May I ask General Gruenther whether he has 
read this article in U. S. News, entitled, “Is Russian Winning Arms 
Race?” 

General Gruentuer. I haven’t. 

Senator SparKMAN. It is just 2 pages, and I believe it is based very 
largely on an exclusive interview with Admiral Carney, but with ref 
erence to air strength it says this: 

Russia’s air strength is at least twice that of the United States in numbers 
of combat planes and combat units. The Russian total is 20,000 to the United 
States 10,000; in round numbers, taking away naval planes, the comparison is 
17,000 to 7,000. 

Within 3 years the Soviet has built up what is largely a jet air force. Their 
fighter planes are almost 100 percent jet-powered. Their bombers more than 
66 percent jet. Now going into production are the four-engine jet bombers that 
look like the United States B—52, which are not yet operational. The Russian 
giants are capable of round-trip atomic strikes on United States cities. These, 
and also the new Russian medium jet bombers that resemble the American B—47, 
are believed te have jet engines twice as powerful as the ones now in use by the 
Air Force. 

War-plane production in Russia is nip and tuck with the United States, as 
the chart shows. Some experts believe that the United States’ lead is down to 
6 months. They say, too, that the Russians could double their capacity on short 
notice; by contrast monthly intake of the United States Air Force has been 
cut almost in half. 

United States airframe weight, a good measure of airpower, is going down, 
the Russian weight is going up. 

The conclusion, as shown in the chart, is just this. Russia is forging ahead 
of the United States in active war strength by devoting 50 percent of her heavy 
industry to armaments, United States allocates 15 percent of her industry to 
arms, and can outdistance the Russians in an all-out war effort, if there is time 
to mobilize. 


| Deleted. | 
SPECIAL WEAPONS PLANNING 


General GruentHer. I do not remember the amount of money that 
they have recommended out of that appropriation that you referred 
to last year, but my last impression was that they had found very 
worthy projects somewhere in the neighborhood of 30 million. 

Lsee Mr. Voorhees here. He probably knows exactly the figure. 

Mr. Voorners. The figure of those specially proved is about 22 mil- 
lion, General. They are working on others that haven’t been specially 
proved. 

General Gruentuer. They are are analyzing these in the various 
countries to see that they are worthy projects that the countries them- 
selves cannot finance, and we feel that the project is a worthy one 
and should be continued. 

Senator Smiru. You are in favor of going on with that? 

General GruenrHer. Yes, sir. 

Senator Smiru. If we only allocated 22 million, do we need to go 
ahead with another 50 million? 


48661—54 14 
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General Gruentuer. I cannot answer that. I am sure there will be 
people who will testify before you on what the money allocation is on 
that. I don’t have the figures. 

Senator Smrru. The next item you might be able to answer. I am 
not sure. 

UNITED KINGDOM AIRCRAFT PRODUCTION 


Last year we appropriated $85 million for financing the production 
of jet aircraft in the United Kingdom. According to the document 
given the committee in April, none of this money has been spent. Yet 
we are being asked for the same amount this coming year. 

General Grupnruer. I cannot answer that, Senator. It is out of 
my field. These people who are here can take notes on it. 

Senator Smiru. Perhaps General Stewart can give us the answer 
to that. [ Deleted. ] 

OFFSHORE PROCUREMENT 


Senator Smiru. Here is a question we have on the list on offshore 
procurement. Since the inception of this program, about $2.25 billion 
worth of contracts have been placed offshore, for various items, mostly 
ammunition, but also aircraft, naval vessels, and larger items. 

Are you satisfied with the progress of this program? Are the 
items procured up to United States standards and comparable in 
price? Has the program made any significant impact on the economic 
health of Europe ? 

I would like to get your judgment on that. 

General Gruentuer. You will have before you witnesses who will 
be able to analyze it much better than I. I think it is having an 
impact. I think it will have a significant impact. I think it is one 
that will have to be supported. There is one thing that is going to 
cause trouble to you. Should unemployment begin to rear its ugly 
he: id here, you will be under pressure to cut those ‘things out. I think 
it will be a big mistake and a big disadvantage if you have to yield 
to that pressure, and I would strongly recommend a very wise attitude 
with respect to that program. 

I think it should be continued, in other words. 


ADEQUACY OF FUNDS FOR EUROPE 


Senator Smitu. We have in our program for this year a reduction, 
as you know, for our military assistance fund for Western Europe— 
France, Italy, and Germany. Do you feel the military-assistance 
figures for Europe are adequate to do the job you want done? 

General GruentHer. No. 

Senator Smrru. In the light of the carryovers and the unobligated 
funds and what is in the pipeline today, could we afford to say this 
year that the pipelines will run along for another year and we do 
not need to go any further? 

General GruentHer. No. That would be an error unless somebody 
came up with a Ponzi-type of financing to continue orders and not pay 
for them. The pipeline and the time lead are the things that have 
to be preserved. 

Senator Smirn. Not to continue the pipeline would be bad ? 
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General GRUENTHER. Yes. 

Senator Smitrx. Do you think in another year we could be doing 
less than we are now, 3.5 this year, which is less than last year and 
less than the year before ? 

General GruENTHER. The state of the world will have a lot to do 
with it. Since that program was submitted to Congress, the world 
has gotten no better, which is another way of saying that it has 
gotten quite a bit worse. So what the situation is going to be when 
the program is presented to you next year, I do not know. I think it 
would be wrong to be holding out a hope that it is going to be less 
though, because unless some change comes on the international scene, 
which is not indicated now, it seems to me that it cannot be any less. 

Senator Smirn. You have indicated we probably won’t increase the 
size of these European armies significantly, why should we increase 
the hardware if we are not going to increase the size? 

General GruenrHer. I am talking about the overall program. 
What you have to do is take care of the reserves and support forces 
and there are a great many deficiencies that were not included in this 
year. 

(Discussion off the record.) 

(Whereupon, at 5: 15 p. m., the committee adjourned. ) 
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TUESDAY, JUNE 15, 1954 


Untrep States SENATE, 
ComMITTEE ON Fore1gn Reiations, 
Washington, D. C. 

The committee met, pursuant to adjournment, at 10:10 a. m., in 
the Foreign Relations Committee room, United States Capitol Build- 
ing, Senator Alexander Wiley (chairman) presiding. 

Present : Senators Wiley (chairman), Smith of New Jersey, Fergu- 
son, Green, Fulbright, Gillette, and Mansfield. 

Also present: Maj. Gen. George C. Stewart, Director, Office of 
Military Assistance, Department of Defense; Brig. Gen. Sam C. 
Russell, Chief, Foreign Aid Division, G+; Glen A. Lloyd, Deputy 
to the Director, Foreign Operations Administration. 

The Cuarrman. The committee will come to order please. 

We are privileged this morning to have a number of witnesses to 
speak to us on far eastern affairs. I have before me an outline sug 
gesting that Everett F. Drumright, Deputy Assistant Secretary of 
State for Far Eastern Affairs, will carry the ball. You may carry 
on, sir. 


STATEMENT OF EVERETT F. DRUMRIGHT, DEPUTY ASSISTANT 
SECRETARY OF STATE FOR FAR EASTERN AFFAIRS, ACCOM- 
PANIED BY SAMUEL T. PARELMAN, SPECIAL ASSISTANT TO THE 
ASSISTANT SECRETARY FOR FAR EASTERN AFFAIRS; RAYMOND 
T. MOYER, REGIONAL DIRECTOR, OFFICE OF FAR EASTERN 
OPERATIONS, FOREIGN OPERATIONS ADMINISTRATION; AND 
GRAHAM HALL, SPECIAL ASSISTANT TO ASSISTANT SECRETARY 
OF STATE FOR UNITED NATIONS AFFAIRS 


Mr. Drumricut. Mr. Chairman and Senators, I appreciate the op- 
portunity to appear before this committee in support of the mutual 
security program for the Far East and Pacific area, which is going 
to be set forth in some detail by Dr. Moyer, of the Foreign Opera- 
tions Administration, and General Stewart, of the Department of 
Defense. 

I am here in the absence of Mr. Walter S. Robertson, Assistant 
Secretary for Far Eastern Affairs, who is in Geneva. 

The Secretary of State has presented to you the broad foreign 
policy considerations with respect to the Far East, I believe, on June 
4, as well as other areas. I believe he went into some detail on Indo- 
china. 
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I would like to develop the Secretary’s presentation further and 
to present the current situation and the policy considerations under- 
lving our mutual security programs in Saduiind, Formosa, Korea 
Japan, the Philippines, Thailand, and Indonesia. 

These countries comprise the front line of the free world against 
Communist aggression in the Far East. Aggression there is not an 
academic threat; it is a brutal reality. This fact is reflected in large 
measure by the scope of the programs for the Far East and the Pacific 
for fiscal year 1955 which are being presented to you by the executive 
branch as well as by past programs. 


INCREASING AMOUNTS FOR THE FAR EAST 


In fiscal year 1954, the Far East and the Pacific portion totaled 
$9044 million or 38 percent of the global program of $5,336 million. 
In fiseal year 1955 the programs asked for this area will total $1,769 
million. This represents 50.6 percent of the proposed global program 
of $3,498 million. The largest program proposed for fiscal year 1955 
is that for Indochina which totals $1,133 million or approximately 
one-third of the entire mutual security program proposed for the 
coming fiscal year. 

In view of the continuing attention which this committee has given 
to the far eastern area, I feel that the problems posed in this area, 
as well as the policies which we are following can be readily drawn 
into focus for you here this morning. 


COMMUNIST OBJECTIVES IN THE FAR EAST 


Senator Smith, in his excellent report earlier this year on his study 
mission to the Far East, simply and most effectively set forth the three 
prime objectives of the Communists in the Far East as a part of their 
overall strategy to dominate the world. These are: 

1. To gain control of the almost unlimited reservoir of manpower 
in China, which they have succeeded in doing. 

To capture the vast quantities of rice and rich raw materials 
of Southeast Asia, which they are in the process of trying to do, 
starting in Indochina. 

To win over to their side the great industrial capacity of Japan. 

IT am in thorough agreement with Senator Smith’s conclusion that : 

There can be no question about the tremendous importance of Asia to the 
Communist leaders in Moscow. 

Indeed, it is not too much to say that the main Communist move 
today is to take over those parts of Asia which still remain outside 
Communist control. 


UNITED STATES POLICY OBJECTIVES IN THE FAR EAST 


It is our policy to contribute in every way possible to the develop- 
ment of strength on the side of the free nations in the Far East, 
strength of every kind, political, military, economic, and moral. 

On the military side, it is our policy to help develop armed forces 
in the free Asian nations adequate to maintain security and to offer 
sufficiently effective resistance to aggression and to stimulate and 
permit the mobilization of effective internal support. 
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It is also our policy to encourage the development of reasonable 
regional security arrangements, as well as, of course, support the 
U. N., as epitomized in the collective action which took place in Korea. 
Gur pacts with Australia, New Zealand, the Philippines, and Japan 
und Korea are other examples. 

And, of course, as we all know, the Secretary of State has been 
trying since late het to develop the basis for united action in 
southeast Asia. 

In developing the economic strength of the Far East we believe 
it is of first importance to increase the general productivity in the 
area through increased investment from ‘pub lic and private sources, 
and by removing the barriers, material and psychological, to trade 
within the area of free Asia, and between free Asia and other regions 
of the free world. 


MEETING THE RED CHINA THREAT 


Because of China’s immense size, central position, and highly gifted 
people, we have always recognized that its incorporation into the 
imperial system of any other great power would be incompatible with 
the security of the Pacific Ocean area. Today we have to recognize 
that this is precisely the danger with which we are faced. The main- 
land of China has been brought into the Soviet orbit. 

United by bonds of common ideology and common interest, Com- 
munist China and Soviet Russia form a combination menacing the 
interests and security of all other peoples, including our own. This 
is especially so today in southeast Asia, where the Communists are 
seeking avidly for territorial gain. 

Our policy in the Far East is directed, in part, toward dealing with 
the threat represented by an aggressive Communist China as a base 
for further Communist expansion in the Far East. 

It is our purpose to prevent the Chinese Communists from reaping 
the full fruits of their conquest of the mainland. We have checked 
their aggression in Korea, and we are now warning them of the con- 
sequences of intervention in Indochina. 

We are depriving them of the opportunity to complete their con- 
quest of China by guarding the Straits of Formosa and by our aid 
to the National Government on Formosa. 

We are depriving them of the prestige that would accrue to them 
as the legitimate government of China by refusing to recognize them 
and by continuing to oppose Communist China’s representation in 
the United Nations. 

We are depriving them of the materials they need for the full real- 
ization of their program of industrialization. We are doing our best 
to insure that they do not obtain from sources in the free world 
strategic materials with which they could threaten us or our friends. 
We shall oppose any action calculated to ameliorate the difficulties 
they have brought upon themselves by their aggressive actions. 

The Secretary has expressed the clear determination of this Gov- 
ernment not to alter its policy of recognition of the Government of 
the Republic of China on Formosa, and to continue to support that 
Government’s right to China’s seat in the United Nations and other 
international organizations. 
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IMPORTANCE AND PROBLEMS OF FORMOSA 


The importance of Formosa as a significant link in the far eastern 
offshore defense line, stretching from Japan down through the Philip- 
pines and on to Australia and New Zealand is obvious. Besides 
serving as a rallying point for freedom-loving Chinese, the Govern- 
ment on Formosa with its anti-Communist military forces on Formosa 
serves as an added deterrent to an all-out sweep of Chinese Communist 
forces into southeast Asia. 

While I am sure there is no question of the need for and the value 
of our military aid to Formosa, I want to emphasize equally the need 
for United States assistance through FOA and direct support of the 
mutual defense effort on Formosa. 

The increasing military requirements on the one hand, and limited 
resources on the other, continue to place a severe strain on the 
Formosan economy. 

Due to the very substantial military budget, inflationary pressures 
continue there. United States aid has done much to help meet the 
budgetary deficits. It has, in addition, the important and constructive 
role of encouraging the Chinese to marshal their resources and poten- 
tialities. 

The Communists are now engaged in trying to achieve the second 
of their main goals in Asia, namely, the conquest of the vast resources 
of Southeast Asia. 


UNITED STATES POLICY OBJECTIVES IN INDOCHINA 


It is in Indochina, of course, where the greatest threat is being faced 
at present. 

The two ingredients essential to a successful outcome, in our view, 
are a conviction on the part of the Vietnamese people that they are 
fighting for true independence, and a united front against Communist 
advances in Indochina on the part of the nations willing and able 
to take an effective stand in that area. 

On our policy toward Indochina, I should like to repeat the state- 
ment made by Secretary Dulles last Friday in Los Angeles: 

In Indochina, the problem is one of restoring tranquility in an area where 
disturbances sre fomented from Communist China, but where there is no open 
invasion by Communist China. This task of pacification, in our opinion, can- 
not be successfully met merely by unilateral armed intervention. Some other 
conditions need to be established. 

Throughout these Indochina developments, the United States has held to a 
stable and consistent course and has made clear the conditions which, in its 
opinion, might justify intervention. These conditions were: an invitation from 
the present local authorities; clear assurance of complete independence to Laos, 
Cambodia, and Vietnam; evidence of concern by the United Nations; a joining in 
the collective efforts of some of the other nations of the area; and assurance that 
France will not withdraw from the battle untilitis won. Only if these conditions 
were realized could the President and the Congress be justified in asking the 
American people to make the sacrifices incident to committing our nation, with 
others, to using force to help to restore peace in the area. 


The CHAIRMAN. Wasn’t there also the condition that others would 
join ? 

Mr. Drumricut. One of the conditions was a joining in the collective 
efforts of some of the other nations of the area. 
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PROGRAM FOR INDOCHINA 


The proposed program of aid for the Associated States of Indochina 
for fiscal year 1955 totals $1,133 million and includes a direct forces 
support program of $800 million for the purpose of enabling the 
French Government to continue prosecution of the war in Indochina, 
and to support the Associated States forces engaged in that war against 
the Communists. 

Here, the Secretary of State and Admiral Radford have, on behalf 
of the administration, asked that this $800 million be made flexible ; 
that is, so that it could be used in the area of the western Pacific and 
southeast Asia, if necessary. 

The program also provides $308 million for military supplies and 
equipment or “hardware” for the forces of the French Union and 
Associated States; and $25 million for mutual-defense support and 
technical-cooperation projects which will permit the improvement of 
transportation and communications facilities needed by the military; 
provide for the expansion of certain relief and rehabilitation ac tivi- 
ties; and continue various technical-assistance activities in the fields 
of agriculture, health and sanitation, education, etc., under way in 
Indochina. 

In Korea, it remains our objective to help bring about, by peaceful 
means, a unified and independent nation under a government freely 
chosen by the Korean people. 

Because Korea is the historic bridge to Japan and because it is also 
adjacent to the Manchurian industrial complex, we can expect it to 
remain a target of continuing Communist pressure, both for its own 
sake and because of its relationship to the defense of Japan, a prime 
target of Communist ambitions in the Far East. 


KOREAN RELIEF AND REHABILITATION PROGRAM 


As you know, we are engaged in a major program of relief and 
rehabilitation aid to the Republic of Korea. This program, as the 
President pointed out last year, affects the whole future of the Repub- 
lic of Korea, and must e »xtend over several years. 

We are appearing before you at this time in support of a program 

of $241.3 million for relief and rehabilitation of which $230 million 
are to continue the United States program being administered through 
the Foreign Operations Administration, and $11.3 million for United 
States assistance through UNKRA in fiscal year 1955. 

The desperate state of the ec onomy of Korea, as well as the condi- 
tions under which the population lives, is well known to many of you 
who have visited Korea 

The war devastation, together with the war-induced dislocations of 
the economy, are directly responsible for critical shortages in trans- 
portation, industry, power, and housing, as well as for the incidence 
of huge numbers of refugees who must be fed, clothed, housed, and 
maintained in a reasonable degree of health to prevent widespread 
epidemics. 

KOREAN MILITARY PROGRAM 


The need for the Republic of Korea Government to maintain a sub- 
stantial military establishment in the face of the ever-present threat 
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of renewed aggression from the north is plain. This, of course, is a 
tremendous drain upon the Korean Government’s limited resources, 
and is a substantial factor in the need for external assistance. 

There is also included in the program 

Senator Smrrn. Let me ask you is aid to Korea for military a part 
of this $241 million or is the $241 million just for rehabilitation 

Mr. Drumricut. Our military assistance to Korea comes out of 
Department of Defense funds. This is 

Senator Smiru. Not in this bill we are considering? 

Mr. Drumricnr. No, sir. But a good deal of this money would be 
used in support of the Korean army in many ways. 

They have an army [deleted] which their budget just cannot sup- 
port at all. Therefore, a good deal of this does 

Senator Smirn. Do we handle the Nationalist army on Formosa in 
the same way? Does that come out of Department of Defense funds 
and not out of this program ? 

Mr. Drumricut. No, sir; that comes out of what we are here asking 
for. 

Senator Smirn. What is the reason for that difference? Perhaps 
the general will explain that later. I do not want to interrupt you, 
but I want to be sure to ask you about that, because I have been asked 
why we handle this one way and the other the other way. 

Mr. Drumricnt. Yes, sir. 

General Srewart. Do you want that answered now, sir? 

Senator Smiru. I think we might have it now while it is fresh in 
our minds. 

General Srewarr. The military assistance in Korea, of course, 
started during the actual fighting: 

Senator Smrrn. Yes. 

General Stewart. And to handle it through a military-assistance 
program is entirely impracticable and, by necessity, it was taken over 
by our military forces there. 

In the bill we are defending before you today, there are [deleted] 
sums in this program for Korea, in the military portion of the bill. 
It is simply to pay for some training expenses where we bring some of 
their people home and send them to our schools. But the equipment 
that goes to them is not in this bill, and we envision that if we do not 
go back to »ctive fighting, that not earlier than a year from now, the 
support of ihe milits Ary forces of Korea should be included in a mutual 
defense assistance program, but it is not included at the present time. 

Senator Smirn. On the other hand, the Nationalist army on For- 
mosa is included in this bill? 

General Srewarr. Yes, sir. 

Senator Smrrn. And Indochina? 

General Stewart. Yes, sir. 

Senator Green. May I ask some supplementary questions ? 

Senator Smrru. If you will address yourself to our distinguished 
chairman. Today I am not pinch-hitting for him. 

The CuatrmMan. Go ahead, Senator Green. 

Senator Green. How dependable do you regard the troops on 
Formosa ? 

General Stewart. At the present time, sir, we regard them as ex- 


tremely dependable. [Deleted.] 
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Senator Green. Who is in command of them ? 

General Srewarr. The Generalissimo Chiang Kai Shek. [De- 
leted. | 

Senator Green. Thank you. 

The Cuarrmman. All right, carry on. 

Senator Guerre. Mr. C hairman, I wanted to supplement that with 
one question. 

The Cuarrman. Go ahead. [Deleted.] 

General Stewart. Yes, sir. 

Senator Gituerre. That is all, Mr. Chairman. 

The Cuarrman. All right. 


MILITARY ASSISTANCE FOR JAPAN 


Mr. Drumricnrt. I now turn to Japan. There is included in the 
program before you under the mutual defense assistance title, pro- 
vision for aid to Japan to expedite the or ganization, training, and 
equipping of Japanese forces capable of maintaining internal security 
and effectively contributing to the security of Japan against extern: al 
aggression. 

This assistance to Japan will add to the military strength of the 
free world in the Pacific area. 

As I mentioned earlier, there is little question in anyone’s mind 
but that Japan is a primary target for Communist aggression in the 
Far East, and that United States military preparedness i in that area 
represents the only major deterrent to suc h aggression. 

The United States has concluded a mutual defense assistance agree- 
ment with Japan, which entered into force on May 1. 

While opposition to rearmament remains and is strong in leftwing 
circles and some other minority groups, the establishment of firm 
government leadership, in agreement with the other conservative 
parties, has had the effect of molding public opinion in the direction 
of accepting the necessity of defense measures in Japan. 

Despite the existence of latent suspicions of Japan, the develop- 
ment by Japan of its defense capacity is generally recognized by other 
free nations in the Far East as a necessary deterrent to Communist 
aggression against Japan. Perhaps the one exception is President 
Rhee over in Korea. 


POLITICAL SITUATION IN JAPAN 


The Cuairman. Do you think the political picture is stable? 

Mr. Drumricut. Not as stable as we would like to see it, Mr. 
Chairman. 

The Cuatrman. When is Yoshida coming to the United States? 

Mr. Drumrient. Mr. Yoshida’s trip is indefinitely postponed be- 
cause of the trouble that occurred in the Diet about 2 days before he 

yas to depart. 

The Socialists, both the leftwing and the rightwing, practically took 
over the Diet one evening and prevented the chairman from taking 
hisseat. [ Deleted. | 

The Cuatrman. They have not changed their constitution yet to 
provide for armed forces ? 
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Mr. Drumricut. No, sir; they have not, but they have a national 
security force or a defense force which they apparently feel they can 
establish without constitutional amendment. 

The CHarrman. On Europe, the Secretary according to the papers, 
feels that we might very well hold up aid to France and It: uly until 
they ratify the EDC. TI wonder if any suggestion of that character 

can be made to the Ji apanese ¢ 

Mr. Drumricur. No, sir, they have been coming along in an en- 
couraging way. They have agreed to build up their defense force, 
they are asking us for additional equipment, they are appropriating 
the husals required, they are also appropriating sums for the support 
of our own forces there, and, in general, I do not believe the condi- 
tions exist in Japan that would require such amendment. 

The Carman. That is the answer I was looking for. 

Mr. Drumricnr. Yes. 

The Cuarrman. If you and those who are supposed to know the 
general picture in Japan are satisfied that that is correct, we want that 
on the record. 

Mr. Drumricut. Yes, sir. 

The difficulty, the main difficulty, there is politics which is—— 

The CnHarrMan. We have some difficulty with that here, do we not? 

Mr. Drumricnr. That is precisely what we have there; with the 
Government not recovered from the wartime effects which left Japan 
in a very uncertain and inchoate situation. [Deleted.| However, 
there is a considerable movement on foot there now to amalgamate 
the three conservative parties, and it is possible that that will come 
about soon, which, if it does, should introduce another element of 
stability. 

ECONOMIC AND TRADE PROBLEMS OF JAPAN 


The CuarrmMan. Well, it is the consensus of those who claim to know 
that the unsettled condition in Japan is basically economic and not 
ideological? Js that right? 

Mr. Droumricut. That is a very big consideration: yes, sir. 

The Carman. In other words, there is no tendency on the part 
of, by and large, the inhabitants of Japan to go over to the Communist 
camp? ‘There is every reason why they should not joint forces with 
the Kremlin? Is that right? 

Mr. Drumricut. I don’t believe that is a threat of any magnitude 
in Japan. The Government, and I believe by far the big majority 
of the people, want to continue to aline themselves with us. They 
see that their interests lie in that direction and not in the direction 
of alining themselves with the Chinese Communists or Russia. They 
do not like them. 

The CnHatrMan. They are doing considerable business with the 
Chinese, are they not ¢ 

Mr. Drumrticnt. Very little, Senator; very little, maybe exports 
of $4 million or $5 million in a year at the most. 

The Cuamman. Are their other markets holding up so that they 
can live? 

Mr. Drumrieur. Their other markets are not nearly as broad as 
they would desire nor as broad as they would need, including our 
own market. 
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The Ciuamman. They are competing in our markets here quite a 
bit. I was just talking to a gentleman in my own State who has plants 
in the West and elsewhere. They are shipping i in goods at prices that 
(Americans cannot meet at all. There is available in southeast Asia, 
of course, vast populations with which they could trade. But there 
are 90 or 100 million Japanese that have got to live. 

I think the problems in South America and Central America basi- 
cally are economic and the Communists just lit that situation with a 
little torch. If you’ve got a hundred million folks in Japan whose 
standard of living has gone down instead of up, you have an oppor- 
tunity for the Communists to light the torch. 

Can we depend, in other words, upon the Japanese to be a real 
ily? That is the question. 

Mr. Drumrient. From what I know, and I would hazard the judg- 
ment that as things are, yes, we can depend on them to stay on our 
side, although we are going to have to assist them to some extent. 

As you know, Mr. Chairman, we withdrew our GARIOA aid out 
there, which was substantial in 1951, and since then the slack has been 
made up by United States procurement, the military supplies which 
have been purchased there, for the Korean campaign, and now those 
ire coming to an end. 

We have to look to other means of assisting Japan in someway, 
either by offshore procurement or by increasing our own trade; also 
by helping the Japanese to increase their trade with other countries 
and to settle their problems with other countries and that sort of thing. 

Something has to be done. There are 87 million people, and 
they have not got much territory on which to live and support them- 
selves. They must trade. Like the British, they must trade. 

The CuatrMan. Go ahead. 


ADMINISTRATION TRADE POLICY 


Senator Fuisricut. You think trade would be more beneficial than 
aid with the Japanese, with us? 

Mr. Drumricut. I would welcome it, if it is possible; yes, sir. 

Senator Fu.terieant. Well, do you recommend it? Does the Govern- 
ment recommend it ? 

Mr. Drumricut. Yes, sir; I do. 

Senator Futsricntr. When have you recommended it ? 

Mr. Drumrient. I think the administration has recommended it, 
through the President, and the Secretary of State in his testimony 
stressed the need for multilateral trade agreement negotiations to 
assist Japan. 

Senator Futsricutr. When ? 

Mr. Drumricut. Freer trade, the Randall Commission report, and 
so forth. 

Senator Futsrieut. To the Congress, or just made a public state 
ment ? 

Mr. Drumriaur. I think they recommended it to the Congress in 
the Randall report. 

Senator Futpricur. Well, maybe I should be more specific. Has a 
bill been presented to Congress sponsored by the administration reduc 
ing our tariffs? 
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Mr. Drumricur. I do not know that a bill has been presented, but 
the report of that Commission 

Senator Futsricur. I know the Randall Commission report, but it 
has been accepted by or put into the form of a bill; has it? 

Mr. Drumricnt. Congressman Kean, of New Jersey, introduced a 
bill which incorporates the recommendations of the Randall Com 
mission, with the addition of a special provision which would enable 
the President to retain his authority to reduce duties by 50 percent 
from January 1, 1945, level if such reductions would assist Japan 
to obtain markets in the United States and other countries. I believe 
the President has instead asked, however, for a 1-year extension of 
the reciprocal trade agreement, during which time they would have 
further time, you and the Executive, to study the-—— 

Senator Fursrienr. I do not need any further time to study it 
What is involved is very clear. Would not a reduction in our trade 
barriers take the place of this aid bill? Could we not, if we gave 
them an opportunity to trade, would we not be relieved of this aid 
or at least— 

Mr. Drumricnrt. I feel that we would, at least in part. 

Senator Fursriacntr. Would it not be a much better way to do 
business with them? 

Mr. Drumricur. I feel it would be very desirable. 

Senator Mansrretp. Mr. Chairman, may I ask a question? 

The Cuarrman. Go ahead. 


JAPANESE TRADE PICTURE 


Senator Mansrrevp. Mr. Drumright, you have painted a very 
optimistic picture of Japan. 

Tell me, what is the difference between imports and exports in 
Japan today? 

Mr. Drumricutr. The trade balance last year was about $1,100 
million. 

Senator Mansrretp. Which way? 

Mr. Drumricut. Deficit. 

Senator MansrreLp. How much money are we putting into Japan? 

Mr. Drumricut. Last year we put in about, I believe, $800 million, 
so it left a net deficit, after deducting transportation and other 
services, of about $200 million. 

The Cuarrman. Did that include the money our boys spent over 
there? 

Mr. Drumricut. Yes. 

Senator Mansrrecp. What is the prospect for the coming year? 

Mr. Drumrieur. The prospect for the coming year is not as good, 
Senator Mansfield, because we are not procuring all those services for 
the Korean war that we were procuring and therefore there will be 
a bigger gap. [| Deleted. | 

Senator Mansrietp. You anticipate that next year the economic 
situation of Japan will become a little worse. What about the year 
following that, and the next decade? It will become worse all the 
time. There is no chance, under the present circumstances, of any 
stabilizing of the Japanese economy, because there are no trade fron- 
tiers for them to break, to speak of. Would it be a proper assumption 
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to state that under present conditions, as far ahead as we can see in 
the future, Japan is going to be a continuing liability for our country ¢ 

Mr. Drumrieut. It is going to require, I think, some assistance 
from us in one shape and another, what with building its defense 
forces. We are also asking them to undertake to commit themselves 
to pay us a substantial amount under GARIOA programs or 
maybe 

Senator Gitterre. Under what? 

Mr. Drumricur. GARIOA;; it is debt. We asked the Germans, 
you know, and now we are having to complete arrangements with 
the Japanese. 

Under those conditions, I think it is inevitable that if we are to 
help keep the Japanese in a fairly viable condition, some kind of 
he ‘Ip, whether it is procurement or loans, or aid, or increased trade, 
some of those things will have to be done. 

The CHarmman. Of course, peace in the Far East would settle the 
problem to a large extent. 

Mr. Drumricur. If we could have peace and no threat of aggres 
sion, with a reduction of armaments; yes, it would help. I think that 
would also increase prospects for trade. But we do not see that those 
conditions are going to come about ver Vv soon. 

Senator Mansrizip. You mentioned Germany in the same category 
as Japan in the repayment of funds expended under the GARIOA 
program. You have got two opposites there; because, if my figures 
are correct, the German trade balance was favorable to the extent 
of let us say between $700 million and $800 million and you stated 
this morning that Japanese deficit is around $800 million. 

Mr. Drumricut. $200 million net in 1953. 

Senator Mansrrevtp. $200 million. That is the size of the deficit 
this past year, and that deficit has been cut down considerably because 
of the expenditures of American funds—— 

Mr. Drumrieur. Yes, sir. 

Senator Mansrievp. And the expenditures of American funds have 
been cut down considerably because of the cessation of the Korean 
war ¢ 

Mr. Drumrient. Yes. 

Senator Mansrietp. It appears to me that in this respect we are 
on the horns of a dilemma as far as Japan especially and most mi- 
nutely at this time is concerned; we have the choice of continued huge 
aid programs to Japan, or the choice of helping Japan find markets 
for the goods which it can manufacture. 

You have got, you said, a population of 87 million in an area less 
in size than the State of Montana with 615 thousand people, and we 
have more arable land than the Japanese have. All right. If it is 
not. trade or aid, then it is going to be communism eventually. [ De- 
leted. } 

Senator Mansrterp. | Deleted. ] 


RED CHINA TRADE 


Did you say that the Japanese have about $5 million worth of 
trade a year with China? 

Mr. Drumricut. [Deleted.}] That is my recollection, that Japa- 
nese exports could not have been more than that for the past year. 
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Senator Frrauson. Is it illegal trade? 

Mr. Drumricur. No. 

Senator Frereuson. Or legitimate trade? 

Mr. Drumricutr. No; that would be legitimate trade, Senator Fer- 
guson. You see, they have pretty well kept in line with us on our con- 
trols, but there has been a slight amount of relaxation in some goods 
that have no strategic—— 

Senator Mansrretp. Even General MacArthur allowed the trade to 
go on while he was in command of the Far East. 

Mr. Drumricut. He bought some coal, for example, from Commu- 
nist China at one time. 

Senator Mansrrevp. Is there any American trade at all with Red 
China ? 

Mr. Drumricut. No, sir. 

Senator Mansrreip. Not a single bit ? 

Mr. Drumricnr. Not if we can block it. 

Senator Mansrrevp. No; but I say, is there any, clandestine or other- 
wise ? 

Mr. Drumrienr. Sir, about the only trade that could be would be 
some very small amount of clandestine trade, perhaps smuggled out 
of Hong Kong or out of Macao: that would be all. 

Senator Mansrrexp. Is there any American trade being carried on 
through ships flying another country’s flag? 

Mr. Drumricutr. American ships? Not that I know of. 

Senator Mansrre.tp. Well, they would not be American ships; they 
vould be ships flying the Panamanian, the Liberian, or the flag of 
Monaco. 

Mr. Drumricut. There has been a slight amount of that, sir; and 
we are following up on it. We have in the last few days called to 
the attention of the Panamanian Government the matter of 1 or 2 
ships that we got word of. 

Senator Mansrrevp. That are American ships, in reality? 

Mr. Drumrienr. No, sir. 

Senator Mansrrevp. That are transporting American goods? 

Mr. Drumricut. No; I think they are just Panamanian ships going 
into China Communist ports. 

Senator Mansrreitp. Who owns the ships? 

Mr. Drumricnr. I do not know who owns them. 

Senator Mansrtetp. Is there any transshipment of any kind going 
to Hong Kong from America, and then going into China ? 

Mr. Drumricur. If there are, sir, transshipment of any strategic 
goods, they are smuggled in; it is clandestine trade. 

The Cnamman. Where do we get our pig bristles? 

Mr. Drumricut. From free-world sources and synthetics—Du Pont, 
now, 

Senator Mansrteip. That is all, Mr. Chairman. 

Mr. Drumrient. May I continue with my statement? 

The CuatrmMan. Go ahead. 


JAPANESE TRADE PROBLEM 


Mr. Drumricur. We believe that the expansion of the economic 
relations between Japan and southeast Asia would be particularly 
beneficial, and we help where we can on that. 
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Senator SmirH. To what extent have the British interfered with 
that? 

Mr. Drumrercur. I do not believe, Senator Smith, they have inter- 
fered with it. They, of course, want to keep their own markets. 

Senator Smitu. I do not mean so much interfering by preventing it 
but by absorbing the markets they had before. 

Mr. Drumricur. They are doing everything they can, obviously, 
maintain their own markets, and they very much fear Japanese com 
petition, althongh I believe the British have come to see that it is 
not the same old competition that they had from the Japanese pre- 
war when they had much lower standards of labor, and their plant 
was relatively more efficient than it is now. 

Southeast Asia, as a source of raw materials and buyer of manu- 
factured goods, could go far to compensate for Japan’s lost markets 
inChina. So far that has not developed. 

As to whether Japan is, in the future, to be a source of strength 
or weakness to the free world, depends to a good extent upon the 
examples set by the United States in the matter of its trade with 
Japan. 

As the Secretary said in Los Angeles last Friday : 

Japan must trade to live, and if the free nations fail to make it possible for 


Japan to earn its way, then inevitably, though reluctantly, her people will turn 
elsewhere. 


THE PHILIPPINE PROGRAM 


The recent surrender of the Communist leader in the Philippines, 
Luis Taruc, affords the strongest vere to the basic worth and 
validity of our aid and support to the forces of freedom arrayed 
against the Communist evil in those islands. 

“We believe the Philippines have come back a long way since 1950 
when they reached a sort of nadir. We believe that the trend of 
developments, as I said, in the Philippines, in the past several years 
has testified not only to the maturity of the Philippine people but also 
to the fruitfulness of our partnership. 

In the new administration, under the vigorous leadership of youth- 
ful Ramon Magsaysay, there is very great promise of a bright future 
for the islands. 

The program for fiscal year 1955 in the Philippines provides for 
mutual defense assistance, technical cooperation, and development 
assistance. 

The mutual defense assistance program continues to provide mate- 
rial and training to the armed forces of the Philippines to enable them 
to maintain internal security and to completely eliminate the Huk 
forces as a threat to their country. 

Incidentally, General Vargas, their chief of staff, is now in this 
country for talks on our mutual defense problems. 

The Cuatrrman. A little louder, please. 

Mr. Drumricur. General Vargas, the chief of staff of the Philip- 
pine Army is in this country now for talks with our defense people 
and he is also seeing the Secretary of State this afternoon, along with 
General Romulo. 
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PHILIPPINE MILITARY PROGRAM 


Senator SmirH. Would they have any troops available for external 
use if we set up a southeast Asian pact ¢ 

Mr. Drumricur. Senator Smith, the other day I had a talk with 
General Cannon, who heads up our MAAG out there. [Deleted.] He 
did not give me any figures. 

General Srewart. We have it right here, sir. We have here in the 
Philippines a population of 21,670,000, and I do not have that broken 
down by the Philippines itself. [ Deleted. | 

Senator Mansrievp. Is that the figure there, General? [ Deleted.] 

General Srewarr. Yes, sir. Their military strength at the present 
time is only [deleted] that and it would depend on exactly what you 
wanted to do and how much help you wanted to give them. 

| Deleted. | 

Mr. Drumrienr. Sir, our program there is very small; [deleted] 
for military assistance? |Deleted.| It is the smallest of all of our 
programs of military assistance. [ Deleted. | 

Senator Giuterre. For what was this [deleted] program to be 
used ¢ 

General Srewarr. I have it in detail here, sir; I can give it to you. 

Senator Gitterre. Just in general terms. 

General Stewart. Well, primarily it is to maintain, provide spare 
parts for the forces they ae have, [deleted] and [deleted] for 
training expenses; that is what it is to be used for. 

We bring a certain number of them back here, train them in our 
schools and we send certain training teams into the area to teach them 
something. 

Senator Gu.terre. Are the [deleted] spare parts for our troops that 
are there, or for their troops ? 

General Stewart. No, sir; their, troops. 

Senator Gitterre. Their troops, and certain equipment that we 
have furnished ? 

General Srewarr. Yes, sir; there is a constant need for replace- 
ments and bringing up deficiencies not filled in the past. They have 
| deleted | battalion combat teams in their groune forces, and that is 
what we figure would be required this year or to get in addition to 
what we have previously had to keep that Soa 

Senator Gitierrr. Replacements, repair, or both? 

General Srewarr. Yes, sir; replacements, training ammunition, 
spare parts for vehicles and trucks, and things like that, sir. 

Senator Gitterre. Thank you. All right, Mr. Chairman. 

The Cuatrman. All right, proceed. 

Mr. Drumreient. | Deleted. | 


THE THAILAND PROGRAM 


Thailand has committed itself firmly to the cause of the free world 
and to cooperation with the United States. The Thai Government 
has recently agreed to redefine its attitude toward the war in Indo- 
china and, notwithstanding the earlier French position opposing inter- 
nationalization of the Indochinese war, Thailand has now brought 
the question of a threat to its security to the attention of the United 
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Nations, and is asking for a Peace Observation Commission to be sent 
out into that area 

In both Thailand and Indonesia programs of technical cooperation 
are under way which are intended to help those countries to make bet- 
ter use of their own extensive resources and to improve their standards 
of living, thereby increasing political stability, and enabling the coun- 
tries to resist Communist subversion. Dr. Moyer will present the 
details of these programs to the committee. 

The 1955 program for Thailand provides, in addition to the tech- 
nical cooperation program, mutual defense assistance, that is military 
assistance, which has as its primary purpose the objective of increasing 
the capabilities of the armed forces of Thailand, to maintain inter nal 
security, and resist external attack. 

We do not have any military program with Indonesia. 

Thank you. 

The CHARMAN. Any questions? Senator Smith. 


POLITICAL AND ECONOMIC CONDITIONS IN INDONESIA 


Senator SmirxH. You did not mention Indonesia at all. While Indo- 
uesia is away from us in a sense, I am wondering if you have any 
comments to make on that? I am told it is a very uncertain state, 
inclined to be anti-United States. When I was over there I found 
that India was trying to hold Burma and Indonesia in the so-called 
neutral group. There was a tinge of anti-United States sentiment 
there. 

Mr. DruMricut. Indonesia does go along with India more than 
any other country in that area. In Indonesia, both the political and 
the economic situations are fluid. Politically, they have a Govern- 
ment there now which is made up of the Nationalist Party and some 
other small groups. 

It is, as we see it, a marriage of convenience between the Nation- 
alist Party and the others which is supported by the President, Soe- 
karno, the one big political figure. On the other side you have the 
Moslem Party, Masjumi. It is the largest party in Indonesia, but 
doesn’t seem to be very well organized, and is not able to exert its 
influence as much as it, perhaps, should in relation to its size. 

Well, anyway, you have an unstable situation and you have man- 
euverings going on there with the Nationalists accepting the Com- 
munist support, and the Communists trying to use the Nationalists. 
We are rather dubious about that. We feel the Communists are likely 
to get the best of that sort of an arrangement [ deleted ]. 

nen that situation is not too good. They have had an 
adverse balance of trade which is reducing their resources, their 
exchange resources. 

The Government only lately began to fully realize that they have 
to conserve their resources, so they have started cutting down on 
imports and things of that sort, and they have been hit by the decline 
in rubber prices. They had also been hit by a decline in tin. That 
country is dependent to a considerable extent for its economic health 
on tin and rubber. 

We have helped them lately by agreeing to go ahead and buy a 
further 20,000 tons of tin under an agreement we had with them. 
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We have not been able to help them on rubber. If those prices could 
be stepped up further the economy of the country would be greatly 
bolstered. 

Our own aid program there is comparatively small; it is about 
$4 million a year, and that is almost entirely in the technic al field. 

Senator Smirn. T hey haven’t really asked for much aid, have they ? 

Mr. Drumricur. T hey haven’t evidenced a great amount of interest. 
I would like to say that the Viet Minth advance in Indochina has had 
some slight sobering effect, we think, on some of the Indonesians. A 
few of the high officials of the government have begun to, as we see 
it, out there, to think about this and to take stock. [Deleted.] 

Senator Frrevson. Aren't they trading with Communist China? 

Mr. Drumricnr. No, sir, no they are not, not in any strategie goods. 
They have lived up to the U. N. embargo. 

Senator Frreuson. But they are trading 

Mr. Drumricut. They have got in some kind of a trade agreement 
a few months ago which is large ly nominal, but as far as embargoed 
goods on the U. N. resolution is concerned, they have lived up to the 
agreement. [ Deleted. | 

Senator Fereuson. I thought they were selling rubber and tin. 

Mr. Drumricutr. Not to Communist China. 

Senator Frercuson. Not to Communist China ? 

Mr. Drumricur. No. 

Senator Smirn. They probably would not join a Southeast Asia 
pact, would they ¢ 

Mr. Drumricur. They appear to be firmly alined toward a neutral, 
nonintervention policy. 

Senator Frereuson. Are they alined with Nehru? 

Mr. Drumrroent. Pretty much, yes, sir. 

Senator Smiru. That is the information I got. [Deleted.] 


CEYLON 


Ceylon wouldn’t come under a Southeast Asia pact; it would come 
under the Middle East, wouldn’t it? 

Mr. Drumricnut. There is a possibility they would under certain 
conditions. Their prime minister is very actively anti-Communist. 
He realizes the threat of communism and wants to take active steps to 
stop it. 

Senator Frrauson. What is the population of Ceylon? 

Mr. Drumricur. Ceylon is about 6 million. It is a small country 
and has virtually no defense force. The British have a naval base 
at Trincomalee. 

TRAINING NATIVE TROOPS 


Senator Smiru. Do you and the military people feel that we are 
doing enough in training Southeast Asians who are anti-Communist 
to defend themselves, rather than expect outside military aid from us? 

I feel that the white man in that area, the mainl: ind of China, has 
made a serious mistake. I felt so for some time and my talks with 
people like Syngman Rhee and others confirmed it. They want to 
train their own anti-Communist Asians to defend Asia. I wonder 
whether we are doing as much on that as we could do? I know that 
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we stepped it up in South Korea, there is no doubt of that, we have 
been helping on Formosa, and we have done some work with the 
French resistance in Indochina. What you have said, we can add the 
Phillipines to that. We would probably have some help in the South- 
ist Asian pact from Australia and New Zealand and Thailand, which 

I always figured was in our corner, but I never was sure that our 
British friends, with Singapore and Hong Kong at stake, would be 
willing to go along. I hope they will, it is terribly important. 

Mr. Drumricut. May I make | or 2 comments? 

As far as Korea, Japan, and Formosa are concerned, and I believe 
perhaps the Philippines are concerned, General Van Fleet is now on 
a mission out there to study this question. 

Senator Smirru. We had him here, I talked with him at some length 
about it, and I hope he will come back with a favorable report. 

( Deleted. ) 
Senator Smiru. I have a question here on this which I will pose: 


FAR EAST TECHNICAL ASSISTANCE PROGRAM 


The technical assistance program in the whole area here is about 
$22,570,000 in the whole Far East. I am wondering whether in view 
of the importance to the area we feel that is adequate. We are spend- 
ing $1,768,900,000 for the whole area—that includes $1,133 million 
that we have sort of earmarked for the Indochina operation. 

Mr. Drumricut. Yes, sir. 

Senator Smrru. Are we doing enough in technical assistance? Per- 
haps Mr. Moyer will want to answer that. The possibilities, as I look 
at it, of helping them to help themselves through that kind of aid, 
rather than doing things for them that they ought to be doing for 
themselves are very great. 

Should that be posed now, or do you want to go ahead with that 
now ¢ 

The Caarrman. I think we should hurry along. The others may 
have some questions here, and we have only had the one witness. 
Senator Green, do you have any questions ¢ 

Senator Green. No questions. 

The CuarrmMan. Senator Ferguson ? 

Senator Frrevson. No questions. 

The Cuatrman. Senator Fulbright ? 

Senator Fursrieut. Mr. Chairman, I would like to ask 1 or 2 
questions, 

FOREIGN POLICY OBJECTIVES IN FAR EAST, 


Mr. Druraright, we did have General Van Fleet here the other day, 
and he sho wed : some interest in trying to discover what our objectives 
are in the Far East. 

You, being in the political field, perhaps you could state for the 
information of the committee just what are the objectives of this 
country, and its foreign policy in the Far East. 

Mr. Dromricnr. Our objectives are to bring about a peaceful cli- 
mate out there. We support the freedom and independence of all 
nations out there. We want to preserve and protect our own security. 
We oppose the expansion of international communism which is a 
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threat. not only to us, but also to all the free nations of the Far East. 

We support the principles of individual freedom and liberty, and 
we see in Communist expansion a cutting away of all those. 

Those are our basic ide as out there. 

Senator Smrru. We stress anticolonialism and anti-imperialism, I 
think, and support of freedom and independence. 

Mr. Drumrieut. Yes, sir. In the light of the Communist advance, 
of course, we are supporting the prince iples of collective security. We 
are also opposed to colonialism and are trying to help to do away with 
it, as we led the way in the Philippines. 

We have always supported a free and independent China, and the 
present Communist hold on the China mainland is a great threat to 
our security. 

The Cuarrman. All right. 


INDOCHINESE POLICY 


Senator Fursricntr. Can you be more specific in how we propose 
to implement the situation out there? I mean, put it this way: Do 
you think we ought to go to war to prevent the Communists from 
taking Indochina? 

Mr. Drumricur. That is a difficult question. 

Senator Futsrient. | ire it is diflicult, but you are in the State 
Department political field; I assume you have your views about it. 
Wouldn’t you care to help us make up our minds about it? 

Mr. Drumricur. Our policy is to support the nations out there 
fighting in Indochina, that is France and the Associated States of 
Vietnam, Laos, and Cambodia, in their struggle against communism. 

Senator Futsrienr. I thought you said you were against colonial- 
ism? How do you reconcile supporting France and. being against 
colonialism ¢ 

Mr. Drumricut. We are also asking that those States receive their 
complete independence. 

Senator Futsricnt. Well, then how do you reconcile that with sup- 
porting France? I’m not trying to be critical. I’m trying to clarify 
it, if possible. 

Mr. Drumricur. The French happen to have the substantial mili- 
tary forces out there. They have been in there this whole time, but 
we still support the freedom of those free countries. 

Senator Futsrigur. We support France and we support the free- 
dom of the three countries at the same time ? 

Mr. Drumrignr. Yes, sir. 

Senator Futsricut. You see no inconsistency in that ? 

Mr. Drumricnt. Not if the French will come through and give 
their complete independence to them. 

As I said, our policy is to support them, to support them with our 
military salotnass e and our financial aid and economic assistance, but 
we have come short of actual intervention, military intervention. 

Senator Futsricut. Well, can you tell us whether our policy is to 
intervene or not to intervene in Indochina? 

Mr. Drumricnr. I would’ say our policy, as I understand it at the 
moment, would be to intervene ‘under certain conditions which I read 
here earlier from the Secretary’s speech in Los Angeles, or we per- 
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haps would intervene, subject to congressional concurrence, if there 
is overt aggression. 

Senator Fu.tsrigur. Do you mean external aggression 4 

Mr. Drumricutr. Chinese Communists, specifically. 


QUESTION OF COLONIALISM 


Senator Futsrigur. With regard to this matter of trade, did you 
happen to see an article in this morning’s Post on colonialism by 
Lippmann ¢ 

Mr. Drumricut. Yes, sir. 

Senator Futsrieu'r. Did you read it? 

Mr. Drumricut. I read it through. 

Senator Futsricutr. Could you give me your views about that ? 

Mr. Drumnicur. I think the feeling about colonialism is very strong, 
as the Ambassador of Indonesia indicated in the speech which was 
quoted by Mr. Lippmann. I think there is a considerable feeling 
among those newly independent countries out there, Burma and Indo- 
nesia and so on, that they are still subject somewhat to economic domi- 
nation because they are dependent, as I said a while ago, on certain 
limited types of resources such as tin and rubber and they feel that 
they are at the mercy of the big countries, such as ourselves and the 
British. 

| Deleted. | 

Senator Frerauson. When you say “they,” who? 

Mr. Drumricur. I mean these small powers. 

Senator Futsricur. The natives, the local people? 

Mr. Drumrient. Yes, sir; they feel cut out. They are very sensi- 
tive about it. ‘ 

Senator Futsricur. Is it true that they regard us as succeeding to 
the colonial powers being given up by the French and the British, 
in general ? 

Mr. Drumricut. They think, as pointed in that Lippmann article, 
that we are the greatest economic power and perhaps also the political 
power. 

Senator Futsriaut. Would you agree, from your knowledge of the 
situation, that there is considerable ‘truth to the point of view, that 
the Indians, the Burmese, Indonesians, and the others, Thailanders, 
all of them have a feeling that we, the great Americans, are succeed- 
ing to the influence being given up by other colonial powers? 

Mr. Drumrienr. I think they do in certain respects, but not in the 
same way they looked at the British in the past, or the French. 

Senator Fursrienr. A little different way, but they do have that 
feeling ? 

Mr. Drumricut. Yes; they feel that they haven’t been brought in 
and consulted and taken into our confidence as much as they should 
be. There is a strong feeling 

Senator Futesricgut. Do you feel we can succeed in those countries 
without the enthusiastic support of the local people? 

Mr. Drumrient. I don’t believe you can succeed anywhere with- 
out it. 

Senator Futsrieur. Then why do you feel our policy is so well 
designed, so well calculated at present that there should be no change 


in it? 
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Mr. Drumricutr. What is that, sir? 
Senator Fursricut. In this area, as I understood you when I 
came in, you were stating what our policy was, and that you thought 
there should be no change in our attitude toward anything out there. 

Mr. Drumricut. Oh, I wouldn’t say that. 

Senator Funtsricur. That we should not consider doing business 
with— 

Mr. Drumricut. Not the Chinese, the aggressors. 

Senator Futsrieutr. That we should not consider the proposal that 
has been made that Nehru, that southeast Asia undertake the initia- 
tion of whatever defense program is made, rather than ourselves. 

Mr. Drumricur. I took a strong line against the Chinese Commu- 
nists who are obviously aggressors and who are trying to expand and 
threaten our security. 

As for colonialism, I believe our policy is undergoing a gradual 
enlightenment or change. I think we are beginning to look more 
and more toward the sensibilities and susceptibilities of these new 
nations out in the East. 

SOUTHEAST ASIA TRADE 


Senator Futsricgut. W ith regard to this article of Lippmann, do 
you see any signs that we are beginning to reduce our tariffs to en- 
courage trade with this area? 

Mr. Drumricut. That was discussed a little earlier here. 

Senator Fu.srient. Do you see any signs of it / 

Mr. Drumricur. We certainly want to see it. 

Senator Futsrient. Have we done anything to encourage it or to 
help? 

Mr. Drumricnt. Yes. 

Senator Futsrientr. What have we done? 

Mr. Drumricur. To a certain extent. 

Senator Futsricut. What ? 

Mr. Drumrieut. Reciprocal Trade Act. 

Senator Futpricut. That has been exhausted, whatever you can do 
under that. 

Mr. Drumrieut. We have GATT. 

Senator Futsricut. We didn’t approve GATT, did we? 

Mr. Drumricur. Yes, sir, we are a signatory to it. 


J 


POSSIBLE STABILIZATION PROGRAM 


Senator Futsrienr. Do you think that anything should be done 
along the lines of some stabilization program to obtain in that area 
something on an international CCC basis? 

Mr. Drumeieut. Our Department has felt that something along 
this line should be seriously considered. 

Senator Futsricur. Why wouldn’t it be more effective to explore 
the possibility of using this vast amount of money you intend to pour 
into this on an annual basis in the creation of some mechanism by 
which the stability might be more or less permanently brought into 
that area? 
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Mr. Drumrigut. You are talking about economic stability ? 

Senator Futsrient. Yes. 

Mr. Drumricutr. That would be all right, but you have to deal with 
the military situation in bringing about- 
Senator Futsricur. Were you proposing to put hundreds of mil- 
lions of dollars in here, which I assume will be a recurring expenditure 
every year without exploring the possibility of the creation of a 
Commodity Credit Corporation to stabilize prices which possibly 

would enable them to support themselves ? 

Mr. Drumricut. That might be worth looking into. 

Senator Fursricut. We have done that here in our domestic 
economy and it has worked fairly well, so why not examine it in that 
area? 

Mr. Drumricur. We are willing to explore it in our Department. 

Senator Fu.sricur. What do you mean, you are willing to do it in 
your Department, of the executive? You are supposed to originate 
an idea now and then. You are not supposed to wait for poor Con- 
gressmen to give you an idea. 

Mr. Drumnicur. We have, in our Department—— 

Senator Fuisrient. Have you thought about that? 

Mr. Drumrieut. Yes, sir. 

Senator Futsrient. Why don’t you propose it ? 

Mr. Drumricut. We have. 

Senator Futsrieut. Let us examine it, give us ideas. 

Mr. Drumricut. We have in our Department, but there are other 
departments of this Government that also have to be taken into 
account. 

Senator Futsricnt. You have never proposed any such idea to us, 
have you? 

Mr. Drumricutr. Well, we would have to get a clearance in the 
executive itself first. 

Senator Futsricur. You mean everything you propose has to be 
approved by the military in that field ? 

Mr. Drumricut. I wouldn’t think of the military so much; there 
would have to be consulted the Treasury, for example. 





PROBLEM OF CONCLUDING OF PROGRAM 


Senator Futsricur. I am frank to say this program you submitted 
does not appeal to me so much. I am getting tired of this recurrence 
of this endless outlay of money with no idea of how to stop it. Cer- 
tainly the whole program wasn’t started with the idea that it was 
permanent. It was to alleviate a condition growing out of the war, 
and now it seems to be as big as ever, bigger in that area. Unless you 
can come up with an idea that would give at least the hope that it 
could work itself out, I am not inclined to go on without any hope 
that there is ever to be an end to this. In fact, from what I under- 
stand from your exchange with Mr. Mansfield, it is going to get larger 
as we go along. 
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Mr. Drumricutr. That may be. It may be a recovery program to 
start with, or may have been, but it is now— 

Senator Frerevson. Can you answer that? You said it was a recoy- 
ery, but—but what? 

Mr. Drumricur. Now, it is dealing with an international Commu- 
nist conspiracy which is growing and feeding on itself and which has 
to be coped with. 


ALTERNATIVES FOR DEALING WITH COMMUNIST CONSPIRACY 


Senator Futsrientr. Well, there are two alternatives: It seems to 
me one is that we go to war and destroy the Communists by physical 
force. I can’t make out really what the administration proposes, 
whether they are or are not for that, but let us, for the purpose of 
illustration, say they are not. The other, then, is the economic, isn’t 
it? Imean, to build our allies up to where they themselves are strong. 
‘That is where it seems to me you have not had any imagination—that 
this is still just a handout. If we are not going to war, then we 
ought to be aggressive in trying to build them up to where they can 
survive. I don’t know whether a CCC would work, but you men- 
tioned tin and rubber which Indonesia cannot export. That was the 
whole purpose of the article you said you read, which seems to me to 
make sense. I am no expert on this area, but we ought at least to 
come up with some kind of idea that promises to solve this thing 
rather than just barely to keep it alive on a handout basis. That is 
my criticism. 

Mr. Drumricutr. The commodity problem exists in a country like 
Indonesia. 

Senator Fursrient. Isn’t the whole area somewhat subject to the 
eame condition of great variation in raw material prices ? 

Mr. DrumricHur. The difference is that in Korea and Formosa you 
have basically a military program, a situation where most of our aid 
there is really to support the military. 

Senator Funsrienr. Well, I wasn’t including Formosa. That is 
a very special case that grew out of the other conditions. 

Mr. Drumricnur. I agree with you that we should have a good hard 
look at what we can do in a country like Indonesia or Thailand. 

Senator Futsricutr. The key paragraph in this article was very 
good, and says: 

It is that the principal attraction of communism in Asia is the belief—based 
upon what has happened in Russia since 1917—that a Communist totalitarian 
dictatorship is the shortcut, that it is the quickest way, to the development of 
underdeveloped countries. The rise of Russia from impotence and defeat in 
1917 to being the greatest power in the Eurasian Continent, all accomplished 
within one generation, is what impresses Asia. 

If we can’t compete with that and make them believe that it can be 
accomplished without dictatorship, then we are in a bad way, it seems 
tome. We have two big solutions, either go to war, or make it work 
without war, economically. 

Mr. Droumricut. I don’t necessarily accept that last conclusion 
there. 

Senator Futsricnt. We have had testimony that the great trouble 
in India is that India will not make progress as rapidly as China. 
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‘They are the two great countries economically, and we ought to help 
the Indians make progress economically. That seems to me to be 
quite reasonable. If, after a reasonable time, 5, 10, or 15 years, every- 
one believes that China has made much better progress economically 
in its standards of living than the people in India, it certainly is going 
to be‘hard for us to answer that, isn’t it ¢ 

Mr. Drumrieut. Yes. 

Senator Futsrienr. Isn’t that what we ought to be looking at? 


LONG-TERM SOLUTION 


What is the long-term solution, assuming we are not going to war 
[f we are going to war that is entirely different. I certainly can’t tell 
what the administration intends, but if we are not going to war, I don’t 
mean under any circumstances, and we are not going into it in the 
foreseeable future, then we ought to do something a little original or 
different in the economic field. 

My objection is that this is a handout which was intended as a relief 
program for a short time, not for a permanent program, and I think 
you have got to do something more original than just keep on 
handing out money, either in the field of trade or economic develop- 
ment. 

Mr. Drumricur. I agree with you. Perhaps Dr. Moyer has some 
thoughts in his field on that. 

I can assure you that we have been studying these things over in our 
Department. 

Senator Futsrieut. I have come to the conclusion that the only way 
you are going to get, if ever, any trade relaxation is to cut your aid. 
This aid is a sort of opiate that prevents the countries from facing 
the necessity of doing something about the trade. Is that true? 

Mr. Drumnicnr. I believe that you can’t consider doing that as long 
as you have got this situation that we now have in the Far East. 

Senator Fu:sricnt. Your balance of payments go a long way 
toward it by giving them a handout. If you don’t give it, some- 
thing has to break. They are either going to trade or go with com- 
munism. As long as we balance it by giving it to them, there is no 
particular incentive to do anything about the tr ade, is there? It sort 
of holds it there in a status quo. 

Mr. Drumricur. Right now, as I said, we have no direct economic 
aid to them in Japan and they have had almost every inducement 
to try to develop their trade. 

Senator Futsrieut. Japan? 

Mr. Drumricut. Yes, sir, but they run up against these tariff 
barriers. 

Senator Fu.sricut. I realize that. We have got to do something 
about the barriers, both here and in South America and otherwise, 
if we are going to keep them. Other than trade, you have to take 
your choice. 


That’s all Mr. Chairman. 


USE OF SURPLUS AGRICULTURAL COMMODITIES 


Senator Arxen. Mr. Drumright, are you familiar with the legisla- 
tion which is to be taken up on the floor of the House this afternoon 
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and tomorrow, which would permit the sale of United States com- 
modities to foreign countries for their own currency, and several 
other provisions in it? 

Mr. Drumrient. Only in a very general way, Senator Aiken. 

Senator Arken. Then, you wouldn’t want to express an opinion 
whether that would tend to strengthen our economic ties, and improve 
the economies of foreign countries, or not? 

Mr. Drumricut. Are you talking about surpluses? 

Senator Arken. Yes. 

Mr. Drumriecut. Agricultural? 

Senator Arken. This legislation would authorize them to pay for 
our surpluses with their surpluses. It would authorize them to 
spend their own money for things they may need, instead of being 
required to get dollars to pay for things they need. 

Mr. Drumricnr. It sounds like bartering a bit. 

Senator Arken. That’s right, that is what other countries of the 
world are doing, and they are strengthening their economy by it. 


LISTING OF PERSONS PRESENT AT MEETINGS 


Senator Green. Mr. Chairman, you asked me if I had any ques- 
tions to ask. I said I had not. I have a question to ask. It is not 
as to policy, though. 

I would like to know why we have about 20 members of the State 
Department coming up here to these hearings. I might suggest, it 
would be well that each one rise and tell what his job is. 

The Cuarrman. I am informed, Senator Green, that there are 
three people here from the State Department. 

Senator Green. Who are all the others? 

The Cuainman. They are from the military, and so on. 

Senator GrEEN. This is an executive session. I want to know what 
all these people are doing here. 

Senator Frereuson. Mr. Chairman, I would like to second that idea. 
I think the record ought to show who these people are. 

The Cuamman. If that is the consensus, what we will do hereafter 
is ask that those present give their names and their positions in the 
Government, and it will go into the record and hereafter let that be 
the order of business. 

Senator Green. Beginning with this session. 

The Cuatrman. Yes. 

Senator Green. That is agreeable to me. 

The Cratmoan. Is that agreeable to you? 

Senator Frreuson. Yes. 

The Cramman. Allright. Carry on. 


ECONOMIC AID REDUCING TENDENCY TOWARD COMMUNISM 


Senator Arken. I was simply going to ask the witness if we 
strengthened economic relationships with the southeastern Asian 
countries, whether that would reduce any tendency on their part to 
look to the communistic countries for both military and economic 
assistance ? 

Mr. Drumrieut. I should think it would; yes. 
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UNITED STATES POSITION TOWARD COLONIALISM 


Senator ArkeNn. Now, one other thing you mentioned: You referred 
to our changing position toward colonialism. I wonder just what you 
meant by that. We have never been in favor of colonialism. 

Mr. Drumricut. No, sir. 

Senator ArkeNn. As I understand, I wonder if we were shifting—— 

Mr. Drumricutr. No; I was saying, Senator, there was a change 
in our comprehension or attitude toward it, a change toward a senti- 
ment of taking it more—taking the interest of those people into 
account more than we have in the past, or a tendency to share things 
more with them than we have in the past. 

Senator Arken. Put it this way: Is there a growing sentiment in 
the country, and from my mail I guess there is, against intervention 
in that area, unless the people who live there are assured that they 
are not going to be continued as colonists ? 

Mr. Drumnrenr. I am sure there is. 

Senator Arken. And what is France going to do about it; what is 
there to be gained by waiting ? 

Mr. Drumricnt. [Deleted.] Nothing would appear to be gained. 


INDEPENDENCE FOR INDOCHINA 


Senator Arxen. Isn’t it better for France to give those people inde- 
pendence now voluntarily than it is to wait until they are thrown out, 
with public sentiment not permitting us to move in there to help 
France ? 

Mr. Drumrieur. Yes, sir. 


FRENCH ATTITUDE TOWARD INDOCHINA 


Senator Arken. And it probably wouldn’t be successful if we tried 
iton that basis. What delays France in taking this action? 

Mr. Drumrigur. They already have a treaty with Laos which ap- 
parently is regarded as satisfac tory that was signed last October. 

They initialed a treaty with Vietnam June 4, 1954. They have 
not yet signed that treaty. 

The Cambodians, the other country, are waiting for the signature 
of the Vietnam treaty before they negotiate. 

I think the French have gone along gradu: ally toward the concept 
of giving these people their independence. They have gone along 
gradually, but always a little too slowly. 

Senator ArkeN. They are months behind. 

Mr. Drumricur. Yes, sir. I can assure you that we have made 
suggestions on many occasions to them, and have tried to point out, 
as we see it, the desirability of completing the release of these people. 
And the only thing now really that is an obstacle is the French insist- 
ence under their constitution that these people, once they join the 
Union, may not withdraw. It is a satisfactory agreement in relation 
to independence. 

Senator Arken. I won’t take any more time, Mr. Chairman, but 
personally I cannot see the sense in contributing funds to France in 
such enormous quantities when all she is doing is getting us in deeper 
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trouble month after month. It just doesn’t make sense, and I think 
that we might as well find it out. I won't talk any more. 

Senator Mansrrecp. Will you yield for an observation ? 

I think that Mr. Drumright has done an excellent job this morning, 
but the treaty referred to is very, very unsatisfactory, because what 
has been handed to the Vietnamese is a treaty of incorporation into 
the French Union. In other words, the French just find it extremely 
difficult to cut their losses and make the thing lighter. I feel like you 
and Senator Fulbright. I am getting sick and tired of these 
programs. 

Senator AIKEN. I say if we haven’t any policy in southeast Asia, 
it is pretty easy to pl: we the responsibility for the lack of policy there. 
I have no more questions. I know how Senator Mansfield feels about 
being at the tail end of the table. 


STATUS OF PROPOSED LEGISLATION 


Senator Gitvetre. Mr. Chairman, because of the fact that Senator 
Mansfield is down at the foot of the class, and does not get a chance to 
ask questions, 1 am going to forego the questions that I wanted to 
ask. But I am not going to forego the op portunity of voicing the 
criticism that I think is justified, and I want the Secretary to hear it. 

Everybody, all of us, hoped that we would not be called on to pass 
this kind of legislation this year. I realize that conditions have 
changed, and may make it necessary. We are now conducting hear- 
ings on legislation involving the expenditure of 314 to t billions of dol- 
lars of our people’s money for foreign aid, a continuation of foreign 
aid, necessary or not. 

We have been conducting these hearings, with Secretary Dulles, 
Mr. Stassen, and others who all have done a wonderful job. But 
I have before me, Mr. Chairman, a document which says, “proposed 
working draft of mutual-security program.” It is dated May 5, 1954. 
This is June the 15th, and I understand there is another working 
draft out, and there will be other working drafts. Here we are, we 
hope within 6 weeks of closing this session, and there is no bill which 
has been introduced on either side of the House, there is no message 
from the President which has come up here, as has always been the 
case in connection with the mutual-security programs. 

We cannot ask intelligent questions because we have no legislation 
before us. Within 6 weeks of closing, we are expected to interrogate 
these men who are doing a wonderful job. I can’t do it because I 
don’t know what the legislation is going to be. I think it is a sad 
state of affairs that we, as a committee, are asked to pass on legis- 
lation of this importance and have nothing before us—nothing in 
the way of a mesage, nothing in the way of legislation. We are con- 
ducting hearings on a matter that isn’t before us in any tangible or 
understandable form. 

That is all I care to say. 

The Cuamman. I might say in reply to that, that I personally felt 
that we should hold off entirely until after the Geneva Conference 
is through. I can understand the executive department’s attitude 
because the world picture is upset from A till Z in the East, Far East, 
Europe and everywhere else. With regard to Europe the Secretary 
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stated just recently that until two of these countries and something 
n eee to EDC, aid should be held off. 

I don’t think you can make a policy that is definite and certain when 
the whole world is in a transitory condition. I think last week when 
this matter came up I was asking whether we should hold these hear- 
ings. I said if it is the consensus of the committee, fine. What we are 
doing now I believe is trying to find out as far as it is humanly possible 
what is the best course to take. I don’t think any human mind can say 
tomorrow what the world picture is going to be. France is unsettled, 
with communism a possible threat. Italy is in the same shape. 

What is going to happen in Indochina? I don’t know. I don’t see 
how you can lay out any program. The thought came to my mind, 
that all we can do is do what we are doing and when we are through, 
inake some kind of a general provision that will make it possible for 
the Executive to pour some funds where it can be in our interest. This 
is not simply the interest of other countries all over the world, it is in 
our national interest. 

Go ahead, Senator Mansfield. 

Senator MANSFIELD. Thank you, Mr. Chairman. 


FORMATION OF UNITED STATES POLICY 


Mr. Drumright, getting back to some of the questions asked by 
Senator Fulbright on policy, who makes policy, the State Department 
or the National Security Council ? 

Mr. Drumricut. Well, the President, through the National Security 
Council and in, of course, consultation with “the Secret: iry of State. 

Senator Mansrretp. But as far as you are concerned, all you and 
Mr. Robertson in the Far Eastern Bureau are called upon is to make 
recommendations; then those recommendations are approved or dis- 
approved by the Secretary of State; and then, from him they go to 
the President or NSC. 

Mr. Drumricnur. Go to the NSC. 

Senator MANsFIELD. So what we have in effect is an organization 
which is not responsible to either branch of the Congress laying mili- 
tary and foreign policy for this country, is that correct ? 

Mr. Drumrient. It lays down—or ri ather reviews—— 

The Cuamman. Lays down—what do you mean? 

Mr. Drumrigut. Basic policy. 

Senator Mansrie.tp. Promulgates it, if you want another word. 

The CHatrMan. Yes. 

Senator Mansrie.p. Makes foreign policy and decides what our 
policy in the foreign and military field should be. 

Mr. Drumricut. I would say that they would take into considera- 
tion the desire, the stated positions of the Congress, of course, through 
your laws and your appropriations. 

Senator Mansrietp. Well, I understand, for example, that it was 
the NSC—under Mr. Robert Cutler, whom I do not know, who has 
not been before any congressional committee for approval, and who 
I understand is the head man of the NSC—that was responsible for 
the so-called New Look policy which was enunciated by the Secretary 
of State. 
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I don’t know that this is right or wrong. I am not going to ask 
you to comment on it, but that is my understanding. It appears to 
me that what we are getting is more and more control of this Govern- 
ment by the National Security Council which, of course, is the Presi- 
dent’s body, and less and less control in the Department of State which 
I think should be paramount in the promulgation of foreign policy. 

I recall also in the not-too-distant past a statement made to the effect 
that in Asia, it would be the Asians against Asians. Yet here we are 
considering intervention, not sc much now because of the outcry raised. 
We are carrying on a program which was supposed to be ended this 
year, and if [ recall correctly, both Secretary Dulles and Mr. Stassen 

said before the Appropriations Committee last year—this is all in the 
press—that programs of this kind would have to go out for at least 10 
years more. 

Now, how do you reconcile that with the congressional statement 
that this program should be ended this year, with a 2- year period to 
liquidate the carryover ? 

We are passing on a $314 billion proposition. I understand on the 
basis of unobligated, unexpended balances, there is roughly about $11 
billion carryover. When is this thing going to end? “How long can 
we bear up under it, and when are we going to accomplish tangible 
results? 

Those are the questions that are bothering me, Mr. Drumright. I 
know you can’t give any answers. You carry out policy. General 
Stewart carries out policy. Mr. Moyer carries out coe But, I 
think I want those things known. I am hoping we can get Mr. 
Stassen and Mr. Dulles back before this committee sani in open 
session so that some of these questions can be asked and made a part 
of the record, so that we will know what is going on, and the American 
people as well. 

That is all, Mr, Chairman. 

The Cuarrman. The committee should really stand adjourned at 
this time until 2 o’clock. 


PROCEDURAL MATTER 


In view of the action of the committee I submit with the list the 
names of those who are here. 

Senator Green supplements my statement by saying “name, position, 
and reason for being present.” 

So, that will be done, so that we can have the record clear for today. 

(The names of those present were as follows :) 

For the State Department : 

Samuel T. Parelman, special assistant to the Assistant Secretary of 
State for the Far East, accompanying the Acting Assistant Secret: ary, 
Mr. Drumright. 

Leonard Price, program officer from the Office of the Special Assist- 
ant to the Secetary of State for Mutual Security Affairs. 

Graham R. Hall, special assistant to the Assistant Secretary of 
State for United Nations Affairs, to testify with respect to the U.N. 
Korean Reconstruction Act. 

For FOA: 
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Clinton Morrison, Deputy Regional Director, Far East. 

Miss Helen Granby, Chief of the Far East Regional Program Staff 
covering all countries in the region, to back-stop Dr. Moyer. 

Treasury Department: 

Michael F. Cross, Office of International Finance, to report to senior 
Treasury people on any occurrences which are of interest to Treasury. 

Department of Defense : 

Maj. Gen. George C. Stewart, Director, Office of Military Assist 
ance, OSD, principal witness, MDA program. 

Assisted by: Col. J. ™ art Caughey, OMA; Brig. Gen. Sam Russell, 
United States Army; Capt. W. S. Rodiman, United States Navy; 
Col. Chas. R. Heffner, United States Air Force; Capt. A. G. W. 
McFadden, OMA; Ric hard H. Craw ford, statistics. 

Adviser OMA: Robert E. O'Hara, Office of Comptroller, OSD. 

Legal adviser: E. M. Shafer, OMA. 

Maj. Gen. W. F. Marquat, Chief, Office Civil Affairs and Military 
Government, Department of Army, civil relief in Korea program. 
Assisted by: Paul L. Hopper and E. W. O’F laherty, program special- 
ists. 

(Thereupon, at 12:07 p. m., the committee stood in recess until 
2 p.m., the same day.) 


AFTERNOON SESSION 


(Present: Senators Wiley (chairman), Smith of New Jersey, 
Hickenlooper, Capehart, George, Green, Fulbright, and Gillette. 

Also present: Maj. Gen. Robert S. Moore, assistant to the Comp- 
troller, Office of the Secretary of Defense.) 


TRADE BARRIERS 


The Cuarrman. I listened this morning with a great deal of interest 
to Senator Fulbright’s argument on the matter of tariffs. We have 
many restrictions in this country; we cannot even ship our milk now 
to Texas. There is no reason for it except simply that we have built 
barriers against it. It is the best milk in the world. They do not 
claim there is any question of health. 

This question of barriers many times is defended as a matter of 
self-protection. Reciprocal trade or treaties are all right if they are 
reciprocal or mutual in their application ; in other words, if there are 
not artificial barriers built up. 

I was talking to a gentleman the other day whose theory was, that 
on imported foreign goods, theer should be quotas arranged so that 
they could not flood the market ; that, he thought, was better than the 
question of regulating the same by import tariffs. That is the idea 
that I wanted to get on the record at this time. I think it is a matter 
that should be studied, because right now many of our competitive 
concerns in this country are really going out of business because of 
imports, and it is quite a serious consideration in many instances. 

Well, we will call this meeting together. All you gentlemen are 
registered, I assume? 

The next witness that we have is Maj. Gen. George C. Stewart; 
am I right about that? 

General Srewarr. Yes, sir. 


48661-_ 54-16 











236 MUTUAL SECURITY ACT OF 1954 


The Cuatrman. Director, Office of Military Assistance, Department 
of Defense. 

We are very happy this afternoon to have Senator George with us, 
with his fine mind. Iam sure that we will benefit from much that he 
may have to say or much that he will have to interrogate you about. 
So you carry on in your own way, sir. 


STATEMENTS OF MAJ. GEN. GEORGE C. STEWART, DIRECTOR, 
OFFICE OF MILITARY ASSISTANCE, DEPARTMENT OF DEFENSE; 
RAYMOND T. MOYER, REGIONAL DIRECTOR, OFFICE OF FAR 
EASTERN OPERATIONS, FOREIGN OPERATIONS ADMINISTRA- 
TION; AND GRAHAM HALL, SPECIAL ASSISTANT TO THE ASSIST- 
ANT SECRETARY FOR UNITED NATIONS AFFAIRS—Resumed 


General Srewarr. Mr. Chairman, I would like to present this by 
very briefly telling you where we have a program, what we have 
accomplished with it, and what we propose for the fiscal year 1955. 

In this connection, I would like to point out that it is my duty to 
administer this military program. I do not administer or have any- 
thing to do with the economic side of this. 


ACCOMPLISHMENTS OF PROGRAM IN FAR EAST 


In the past, we have had programs in this particular area with 
Formosa, the National Government of the Republic of China; in the 
Philippines, in Indochina, and Thailand. Two years ago we had a 
small program in Indonesia. 

Now, what have we accomplished by the military programs in those 
particular countries? Well, in Formosa, we have provided arms and 
training for the forces that represent the National Republic of China. 

Through our assistance we have created on the island of Formosa 
here a substantial military force which is capable at the present time 
of offering strong resistance against a surface attack from the main- 
land of China, and which has limited offensive capabilities of its own. 

[ Deleted. | 

Now, in the Philippines we have supported them in a small military 
force over a period of 4 years, and they have, by the use of this force, 
been able to subdue the Communist-led Huks, and to create a condi- 
tion of stability and strength in the Philippine Government. 

In Thailand, where we have a relation small program, we have 
taken the people who knew very little about modern military science, 
we have trained them and brought them up a long ways from the 
level on which we found them, by giving them some arms, by training 
them in the use of those arms. We have created in that particular 
country an atmosphere of stability, and with a promise of strength 
in the future that could offer some thought and hesitation on the part 
of anybody who wanted to invade that country. 

The CuarrMan. That is the Philippines you are talking about? 

General Srewarr. I am speaking of Thailand, sir. 

Now, in Indochina, in spite of what has happened in the last 6 
months, that country would have fallen to the Communists some time 
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ago if it had not been for the assistance that went to the French and 
to the Associated States through this military assistance program. 

We have provided a very large part of the equipment and the am- 
munition that have been used by the French Union forces in their 
fight against the Viet Minh. 

We have in prospect this year in this area a program for Japan. 
We had that in prospect last year, but the agreements between the 
United States and Japan were not signed until this spring, and the 
ratification by the Japanese Diet did not—final action was not taken 
until the 8th day of April, and so we are now in a position where we 
may legally have a program of military assistance with Japan. 

We prepared this presentation and hi ad it nicely printed up in these 
books with all the details that we are sometimes required to present. 
We had a program that followed that of previous years. 

History has overtaken this printed book, and our program in this 
pe articular part of the world, and that portion of the program, which 
is a major portion, and which relates to Indochina is, to say the least, 
n somewhat of a questionable state. 

| Deleted. | 

Now, with that situation I would like to point out some of the 
factors that bear on what we should do and, apparently, what we 
must do in this area 


GEOGRAPHIC FACTORS IN FAR EAST 


On this map here I have attempted just to show some of the dis- 
tances and the relationships, the geographical relationships of the 
various portions of this part of the earth, and I would like to start 
out by pointing out that the millions of people who live in this area 
ond who are not now under Communist domination were put there 
b Vv birth and geography. 

We have every evidence that millions of these people do not desire 
communism in their countries, and they prefer to be associated with 
the United States and its friends, and to strive toward the type of 
life that we represent. But here they sit separated from a ot rful 
Communist nation, a powerful Communist military force, by these 
distances. 

The Philippines are only 600 miles from Communist China; Oki- 
nawa, 440; to the south the distances go down to Malaya, 590; right 
here sits Burma, and right next to that is India. 

Now, these people cannot pack up their suitcases and move any- 
where. They have to stay where they were born and they have to live. 
They have to exist, and their families have to exist, and they hope 
that their countries have to exist. 

So we are up against the proposition where if we want to keep 
these people allied with us, if we want to give them faith and strength 
that will permit them to resist Communist aggression, then we must 
not falter in our attitude because of the very precarious position 
they are in. 

We are their only hope, and if they lose faith in us, in our ability, 
our steadfastness, then they have but one place to turn in desperation 
and for self-preservation, I think they will turn there. 
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OF FAR EAST 








Now, I would like to show you a little bit about the numbers of 
people in this area. We got a quick glance of one of these maps 
this morning. 

These are population figures of the various countries. In Japan we 
have 87 million people; on Formosa here we have 8 million people; in 
the Philippines, 21 million; Indochina, 29 million; Thailand, 19 mil- 
lion; and in Burma, 19 million; Indonesia, 82 million: and down in 
this, Australia, a rather significant factor, only 8,900,000 people. 

Now, on the other side of the Iron Curtain, the Bamboo Curtain 
in this area, we have a total population, adjoining the people with 
whom we are still friendly, of 530 million people, of which 141 million 
are males between the ages = 15 and 49, and we estimate that 74 
million of those males of that age group are physically fit for military 
service. 

The non-Communist area, people who are still friends of ours, 
in that area we have a total population of 298 million, of which 75 
million are males between the ages of 15 and 49 years, and the 
physically fit of 45 million. 

I point out these figures to show ag: 

Senator GREEN. May | = a question there? 

General Srewarr. Yes, si 


Senator GREEN Ww hat is the source of your information as to these 
figures ¢ 





General Stewart. They come from our own intelligence sources in 
G-2 of the Army, sir. 

Senator Green. Aren’t they largely estimates / 

General Stewart. I am sorry, sir. 

Senator Green. Aren’t they largely estimates? 

General Srewart. I think they are pretty accurate, sir. These are 
not particularly hs ard figures to get. They are the official figures on 
which studies are made, sir, by the Intelligence Division of the Army. 


MILITARY 





POTENTIAL OF 





* FAR EAST PEOPLES 





Now, in my next chart I want to show you that while we are 
doing a number of things in the military field in this part of the 
world, there is a considerable field in which we could operate were the 
conditions satisfactory to such an operation. 

| Deleted. | 

Now, all of these forces, of course, are not receiving aid from 
us. We have no program in Burma, but these are forces that are 
actually there, military forces of the three services that are actually 
in those areas. 

Senator Green. Those are not potential figures; those are the actual 
figures ? 

General Srewartr. Those are actual figures. 

Now in addition to the potentials shown by the population figures, 
I have here a chart covering the same countries showing the military 
them with the forces that exist asa whole. [Deleted.] 

I would like to explain that the reason we have to use these odd 
thirds is when you get a great many different small units, in order to 
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present them on a chart you have to change them into the equivalent 
of a division or something you can handle. 

Senator Green. An American division? 

General Srewarr. No, sir; these are—— 

Senator Green. What I mean is the number. 

General Srewarr. The number of American divisions in the Far 
East, sir? 

Senator Green. No, the number of men in a division. 

General Srewarr. In an American division there are 18,000. 

Senator Green. I mean are those the units you are using? 

General Srewarr. Yes, sir. 

Senator Green. 18,000? 

General Srewarr. Much of it, of course, is not exact; it varies in 
every country, but that is the basis; yes, sir. | Deleted. | 

The point I am trying to make here is that there are more troops 
in this area than we are presently giving military assistance to, so 
that the potential in actual existing forces exists for us to work on, 
and over and above that, there is this male population that could be 
trained as military forces. 

[I am pointing out that we can do something on that, providing 
the conditions for our assistance come about, and we have not got 
a hopeless position, and I would like to end this general statement 
by pointing out again that this is a vital part of the world for our 
own national defense. 

If this entire area goes, I do not think you have to be a military 
genius to look at the globe and find out where our line of defense goes 
to. [ Deleted. ] 

So, aside from all other considerations we, as a Nation, are vitally 
our very existence may depend upon what we can do here. 


UNITED STATES STEADFASTNESS NEEDED 


Our greatest hope is to keep these people hoping and to keep them 
wanting to be with us, and not through the facing of an impossible 
position, surrendering, because the existence of themselves, their fam- 
ilies, and their countries, depends on their continuing to get along; 
and thirdly, the one instrument that we have at the present time 
that can demonstrate our determination to remain their steadfast 
friends, and the only instrument, tangible instrument, we have that 
I know of at this moment, is this assistance, this mutual-assistance 
program, my part being the military side of that. 


FLEXIBILITY FOR USE OF MILITARY FUNDS 


Now, there is one other point of importance with regard to what 
we think about fiscal year 1955. When this program was originally 
drawn up it was based on the only basis we had, and that was that 
the fighting in Indochina would continue as it had in the past with 
a buildup of native forces with the French in control, and there was 
inserted in the bill, not in the military portion, but in what they 
called the direct forces support, a request for $800 million to support 
the French and the Associated States’ effort, military effort, in 
Indochina. 





240 MUTUAL SECURITY ACT OF 1954 


In view of the circumstances as they exist today, and in view of the 
potential that I pointed out here for other action, if conditions are 
made so we can do it, we request that the funds we originally intended 
to limit solely for the support of this war in Indochina be made 
flexible enough so that they could be used anywhere in this area, both 
for military and economic, as nee essary. 

It gives the people who have to make decisions, the top decisions 
in this Gover nment, something to support any situation that is advan- 
tageous to us that arises in this program. 


MILITARY AMOUNTS REQUESTED FOR FAR EAST 


The CHAtrMAN. May I ask a question? First, what is your overall 
recommendation for that area? 

General Srewarr. My overall recommendation, sir, is that we be 
authorized to continue this program in this area, and that there be 
appropriated the funds we request for this area 

The Cuarrman. How much ? 

General Srewart. It is $583,600,000 for the mutual defense assist- 
ance program, and $825 million for the direct forces support. 

Now, I am not denying the rest of the program, sir; those are the 
only two portions of ‘the. program I am directly concerned with. 

Senator Green. What was the second item, for what ? 

General Srewarrt. It is $825 million, sir. 

Senator Green. For what? 

General Srewarr. $800 million was to finance the French or to assist 
the French in financing the French Union forces’ operations in Indo- 
china. [ Deleted. | 

Now, Mr. Chairman, when I listed those two amounts, I have not 
spoken of that portion of the program that Dr. Moyer will speak of. 
I am not qualified to speak of it. 

The Cuarrm.x. How much is that for? 

General Stewart. The total program for this part of the world is 
$1,768,900,000; that includes everything. 


AMOUNT TO BE PROCURED IN THE UNITED STATES 


The Cuamman. What amount of that will be expended in the 
United States for the military end items? 

General Srewarr. The end items and the ammunition provided by 
this program, about 95—at least 95 percent from the United States. 
We have attempted 

The CHatrMan. You have given usa total here of $1,768,900,000. I 
want to know what military end items will be procured in the United 
States to create jobs and build materiel and so forth. 

General Srewart. Under that basis, Mr. Chairman, the military 
end item program is $583,600,000. It has been our hope that we could 
buy some of this equipment in Japan. 

It is my informed estimate that of that amount we would buy all 
of it in the United States except about $40 million, which we would 
try to place on procurement in Japan and in Formosa. 

The Cnarrman. All right. Now then, we have broken $583 million, 
less $40 million, say, $540 million of out $825 million. You have got 
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$1.768,900,000. What other items of that $1.768,900,000 will be credit 
extended and money expended in this country? In other words, what 
items will be creating jobs here? 

General Stewart. Yes, sir. If the $800 million, the $825 million, 
which are directly concerned with supporting military forees— 
although it is not providing ammunition, and so forth, m every case 
is used to arm additional forces under the present conditions, under 
the conditions which this program was made up on, that is, that 
the French still hold and fight in Indochina, most of that would 
be spent outside of the United States. 

The CHairmMAan. How much? 

General Stewart. Most of it. 

The Cuarrman. Of what—$800 million ? 

General Srewarr. Yes, sir. If it is used under the conditions I 
tried to picture here, where we asked for flexibility to create addi- 
tional forces, most of it would be spent in the United States. It 
would be the only place we could spend it. 


OTHER AMOUNTS FOR FAR EAST 


The Cuairman. Well, that gives you $1,300 million in round fig 
ures; that leaves another $450 million 

General Srewart. I would like to refer that part to Dr. Moyer, sir, 
who is sitting here. 

The CuarrMan. Well, roughly speaking, what is it used for / 

Mr. Moyer. May I answer that ? 

The Cuatrman. Yes; go ahead. You do not have to get up. 

Mr. Moyer. About $23 million will go for an exchange program . 
technical assistance going from our country, specialists, as well : 
trainees coming from other countries here, and the supplies and cake 
ment which these people need. 

Of the funds spent for materials in these programs, a large part 
is in Formosa and Korea. That includes such things as fertilizers, 
cotton, petroleum products, a small amount of coal, textile, items of 
that kind. 

We do not know the percentage which would be parenanes in the 
United States. Some of it would be purchased in Japan, if they 
have lower prices; some might be purchased in other countries. 

The Cuairman. Now, let me get this straight. You give us a total 
of $1,768,900,000. Does that include everything we are spending in 
Korea and Formosa and elsewhere ? 

Mr. Moyer. It is all there. 

The Cuarrman. There is nothing on top of that ? 

Mr. Moyer. Not in the Far East. 

The Cuatrman. All right. 

Can you break it down to ane how much goes to Korea 

General Srrwarr. Yes, si 

The CHarrMan. Go shoad. | Deleted. | 

The Cuarrman. That is a sort of a general catchall, that you want 
to use for any purpose whatsoever ? 

General Stewart. No, sir. I have an exact breakdown here I can 
get for you. It is all in the military program, and it is largely pack- 
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ing, handling, crating, and things like that, administration, and so 
forth—not administration; no, sir. 

The CuarrMan. Of course, this does not include in any degree the 
operation of our own forces over there, does it ? 

General Srewarr. It does not; no sir. 

The Caarrman. How many men of our own have we in Korea now? 

General Stewart. [Deleted.| The exact number of them, sir, I 
could get you that answer; I have not prepared that on the detail 
of the number of men we have in Korea; ; it is not part of the program, 
but I can get you an answer. 

The CuarrMan. Over a hundred thousand ? 

General Stewart. Yes, sir. [ Deleted. ] 

The Cuatrman. Is there anyone here who has the figure of the num- 
ber of men? 

Mr. Moyer. General Marquat, are you informed on that? 

General Marquart. [Deleted.] They are being redeploy ed and that 
is about 100,000 combat troops; and then there are the service troops 
and the Navy and Air Force in addition to that. 

The CnairMan. How much is the addition; have you got 200,000 
all together ? 

General Marquart. I would say it would be a good estimate. 

General Srewarr. Mr. Chairman, I ask permission to get the exact 
answer to you. We are back in the Regular forces, and not in this pro- 
gram. We do not have that before us. 

The CuarrMan. Will you give us that also so that we can get the 
picture of the overall cost of maintaining our forces in Korea? 

General Stewart. Yes, sir. 

(Classified information was subsequently furnished the committee.) 

The CHarman. All right. 

Nov, if you will carry on with the rest of this, I just wanted to get 
this broken down, if you have broken it down. 

General Stewart. I have concluded my general statement. I am 
prepared to discuss the details of any program, any country pro- 
gram, past and present status, and what we propose by country, by 
funds, or by equipment. 

The Caiman. Well, there is a large percentage of this money 
that, apparently, would not be expended in the United States. Of 
course, the dollar eventually comes back. What would that be ex- 
pended for? 

General Stewart. That is the $800 million and that is, while I am 
supporting it, sir, and referred to it, it actually is a program under 
the Director of Foreign Operations Administration and I ask per- 
mission to pass that question. 

The Cuairman. Are you practically through with your testimony 
now ¢ 
General Stewart. Except for any questions you want to ask me. 
The Cuatrman. Yes. I will turn you over to Senator Smith. 


IF INDOCHINA IS LOST 


Senator Smirx. I would like to ask one question. What is your 
judgment, General, if we should lose Indochina [deleted] ; what would 
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be the effect of that on the rest of our area that we have been dis- 
cussing ¢ 

General Srewarr. It is my personal judgment, Senator Smith, that 
every inch of ground you lose creates a more urgent situation in the 
next man to go over before it is too late. 

I have actually been in a retreat, let us call it, and the tendency to 
join the throng, as you see other people leaving your side, is like a 
snowball. The more that leave, the more each individual wants to 
leave. 

The CuarrmMan. You are not talking about the last election ? 

{ Laughter. ] 

General Srewart. I was not involved in that. It seems to me that 
if you lose Indochina, then the next man there—it depends on which 
way they put the pressure—is going to look around and have a much 
greater desire to know which side is going to win, and be on that side 
than he has at the present moment. 

I do not think that there is anything but human nature involved 
in that, and I believe that you could face—unless this country, through 
this program and some agreement, indicates a very strong position 
here and intention, that you could get a snowballing effect there that 
would be almost impossible to stop. Of course, with every country 
or major section of a country that falls you get economic pressures 
with it. 

I would like to put up this first map again and then you can see 
as a possibility—I do not pose as a prophet, but here are your Com- 
munists coming south. Now, this is the richest part of the country 
right in there; that is in imminent danger today. The people in this 
country, if that falls, a great many of them, are going to want to join 
the winning side, not only for their own necks, but for their families. 

All right. If they get down here, these people [deleted] are not 
very strong on our side, to start with. 

Senator Knowland placed in the Congressional Record on the 14th 
day of April a letter purporting to be from Mao Tse-tung saying what 
their program was. 

We made a little map of it there, but, as you go there, you see, as you 
follow this southward track this way, you begin to isolate the peoples 
north of it, you get astride the principal water and air communica- 
tions in that part ‘of the world. 

The economic pressure on the people who want to trade in the area 
~ the Communists have taken over increases because they cannot 

rade there unless they trade with the Communists; and just to give 
you a possibility, as they move in here, they surround the Philippines, 
they isolate Formosa, they keep getting closer to our principal and 
strongest air base, and finally, left up here alone by hereself is Japan, 
which, as you were told this morning, is the real prize of the Far East, 
and with every step there, every ‘other portion of it comes under 
greater danger. 

THREAT OF RED CHINA 


Senator SmirH. Won’t this condition continue as long as China 
is really a satellite of Moscow ? 
General Stewart. It is my opinion it will, siz 
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Senator SmirH. And you maintain that we should have the long- 
range policy of a free and independent China that we had some 
years ago when we were trying to protect China from the inroads 
of other. powers; is that cor rect? 

General Stewart. Yes, sir. 

Senator Smirn. The open door, and so forth? 

General Stewart. Well, that is getting a little bit out of my field, 
sir. 

Senator Smiru. I mean we have lost the tradition of past cen- 
turies, we might say, so far as China is concerned within a compara- 
tively few years. [Deleted.] 

General Stewart. Well, certainly, the loss of China to the Com- 
munist side has caused this present situation, there is no question 
about that. 

Senator Smirx. Then you feel it is worth serious study to consider 
taking forcible means, possibly intervention, if necessary, to prevent 
the fall of Indochina? Would you go that far in your thinking? Is 
that in your jurisdiction ¢ 

General Stewart. I would be very happy to answer that, sir, if 
you would let me speak for myself ; I cannot speak for the Government. 

Senator Smrrn. I am interested in getting the judgment of mili- 
tary men who have been observing this and are familiar with the 
area. 

| Deleted. } 


NATIVE TROOPS 





Senator Smrrn. I think we discovered in South Korea that the 
ROK’s became excellent troops, and had material worthy to be officers 
of the army. 

General Taylor said that to me last year. He felt that some day 
we would see some of the best military officers trained right there 
in Asia, given the opportunity. 

General Stewart. Yes, sir. They had an intensive training and 
actual conditions to train under. I was there the first year, and saw 
the start of that, and they apparently have become soldiers, but they 
trained in combat, that 1s how they got to be such good soldiers so 
fast. 

Senator Smiru. Well, the Vietnamese have gotten some training 
in combat. 

General Stewart. Yes, sir. 

| Deleted. | 

Senator Smiru. So do I. 

The CHarrMan. Senator George? 

Senator Grorce. General, I am very much interested in your state- 
ment that this program for the next fiscal year, calls for about 
$1,768,900,000. 

General Stewart. That is the entire program, sir. 

Senator Grorcr. That is for this area ¢ 

General Srewart. Yes, sir. My portion of it 

Senator Grorce. I understand your portion is $583 million and 
$825 million. 








MUTUAL SECURITY ACT OF 1954 
HOW FLEXIBILITY WOULD BE USED 


Now, it is obvious, of course, as you said yourself, that if these Indo- 
china states cease fighting that we cannot use any money there, can we? 

General Stewart. No, sir. 

Senator Grorer. We could not put any military material there, 
could we / 

General Stewart. I am sorry, sir, I did not hear you. 

Senator Grorcr. We could not put any military material there if 
they fold up quickly ? 

General Stewart. No, sir; we certainly would not want to do that. 

| Deleted. | 

Senator Grorar. We could not do that. 

Now, you say if Indochina falls you want some flexibility on the 
$800 million so that it can be used anywhere in that whole area? 

General Srewart. Yes, sir. 

Senator Grorcr. Well, can you tell us where? 

General Srewarr. Yes, sir. 

Senator Grorer. You could hardly expect this committee or the 
Senate to vote $800 million in that event without some blueprint as 
to what is going to happen with the money. 

General Srewarr. Senator George, in pointing out these population 
figures—— 

Senator Grrorce. Yes, I was very much interested in that. 

General Stewart. I was trying to indicate where such a program or 
money for a program could be used, if these conditions, conditions 
acceptable to our Government, should come about. 

You have the manpower in Japan, you have manpower unused in 
Formosa, you have a tremendous manpower here, 21 million people 
in the Philippines. 

| Deleted. | 

No arrangement is going to be any good unless we can back it up, 
and back it up promptly, and have a bank account, you might say, to 
do it. If it is not used for that, say, it would not be used. 

I merely ask that it be made available for the area. 

Senator Groror. I understand, General; I understand that. You 
think that is a potential field there in which we could use the $800 mil- 
lion if Indochina folded up? 

General Stewart. I do, sir. 

Senator Grorce. And it is in these populations that you have pointed 
out ¢ 

General Stewart. Yes, sir. 

Senator Grorer. But you would not expect this committee to give 
you a blank check for $800 million to be used anywhere in that ar 
that you might want. Your judgment might be perfec tly good as to 
where you were going to use it or it might not. 

General Stewart. I should think, sir, that the will of the Congress 
could be expressed anyway they wanted it; but I would hope that 
during the time that Congress were not in session that if some emer- 
gency arose and conditions were right that called for the use of those 
funds, however restricted by the Congress, that the President would 
be in a position where he could go forward. 
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Senator Grorce. Well, that is a pretty big order, General, that you 
are asking for. It is a checking account for over three-quarters of a 
billion dollars, and nobody would know how it is spent except vou 
yentlemen who are interested in the program, and the President. Pre- 
sumably it would all be used in good places. But that is quite a differ- 
ent thing from asking us to approve a program and flexibility for 
S800 million that might never be used in Indochina. The present 
prospects are that. it cannot be used there and I want to say that for 
myself I could not see myself going that far at all. 

Now, then, you gave us some very interesting statistics or figures 
of distance of these various population groups from the mainland of 
China. 

General Srewart. I can read them. 

Senator Grorer. You have gone over them. I think we have a fair 
idea. 

GEOGRAPHIC FACTORS 


For instance, how far is Japan from the mainland of China? 

General Srewarr. It is 440 nautical miles. 

Senator Grorcr. And Formosa is about 90 miles ? 

General Srewarr. Formosa, en actual measurement I have here as 
to the southern tip of Formosa, i meer nautical miles, but it is much 
less than that at the shortest ne 

Senator Groree. Yes, sir. 

How far away are they from the mainland of the United States, 
General ¢ 

General Stewart. If you go up to— 

Senator Grorer. Let us take our west coast. If you want to, you 
make it over to the Hawaiian Islands, first. 

General Srewarr. Depending upon what part you measure, several 
thousand miles, sir. 

Senator Grorer. Yes, sir. 

General Srewarr. It could be up around 4,200 miles in the longest 
place; as you go north up around Alaska it comes down very short. 


DEVELOPING MANPOWER POTENTIAL 


Senator Grorcr. Well. General, isn’t your program one in which we 

‘an develop this tremendous potentiality of manpower in Asia or in 
the outlying areas but only at a treme »ndous cost and by extending the 
program pr ractically indefinite ‘ly because you do not see any sign “that 
Red China is going to fold up? 

General Sr wart. No, sir. 

Senator Grorcre. Immediately, so it is a long-time program and it 
must be continued ? 

General Srewarr. I think it is a long-time program. 

The only way I can answer the question you pose is what is the 
alternative ? 

Senator Grorcr. Well, what is the alternative ? 

General Stewarr. Well, we can pull out and let it go without 
struggle. 

Senator Grorce. Where are we going to struggle? Just let us come 
down to brass tacks. We did str uggle i in Korea ¢ 1? 
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General Srewarr. Yes, sir. 

Senator Grorcr. We have not settled anything there though 
finally, have we ¢ 

General Stewart. | am afraid not, sir. 

Senator Grorce. We could not struggle in Formosa because that is 
too short, too narrow an area; we would not have ground enough to 
maneuver. 

Now, just where are we going to struggle against all this mass 
population! We might as well be realists, General, that is what I am 
trying to say. 

General Srrwarr. That is right, siz 

( Deletion. ) 

Senator Grorcr. General, you are just assuming that we have 
always been the guardians of that whole area and we, therefore, must 
remain the guardians, and that means all the world when you stretch 
it out. I do not assume any such thing in my own thinking. 

I do not. think that is a realistic view of it. You do not count India 
in this manpower potential ¢ 

General Srewartr. No, sir; India is here. 

Senator Grorce. And you do not count them in at all? 

General Srewarr. India is not in the immediate area I was dis- 
cussing. 

Senator Grorcr. I understand. I appreciate that fact, but if you 
added India to one side or the other you would change your whole 
picture. You do not know which side you can add her on, do you? 

General Srewarr. Well, 1 think it is a very reasonable supposition 
that if you lose all this, you will know which side to add India to. 

Senator Grorer. You will? 

General Stewart. Yes, sir. 

Senator Grorcr. I would doubt it, but then you might. 

I do not think you know anything about what any of them are going 
to do. We have plenty of hypotheses, and from those hypotheses we 
work out to conclusions; we have a lot of premises, we just work out 
the various conclusions, but we do not know what they are going to do. 


ALTERNATIVES TO PROGRAM 


One thing is apparent, is it not, General, that in their thinking and 
planning this whole program is an effort to separate a minority in that 
vast area from a vast majority ? 

Now, we cannot maintain that program except at an awful cost to 
the United States. 

General Stewart. I would rather look at it as an effort to save what 
is left of what was once a majority oriented toward the free world, 
rather than a mjinority—— 

Senator Grorcr. Well, if you were going to save them, you would 
save them by an enormously expensive program, assuming that we 
will never send any of our ground forces into any part of Asia. You 
cannot send your ships and carriers and planes there without being 
able to back them up with everything that is necessary, including 
ground forces. 

Your flag will go there on every carrier, on every plane that oper- 
ates in that area, and if you cannot sustain them by ground forces 
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when it becomes necessary, I do not see how you can stay there at all. 

If we were an imperialistic nation and we were going out to make 
conquests, I could understand that. But when we are going out merely 
to reform this vast area by taking the fringes of these island posses- 
sions, keeping them on our side and putting them egainst the whole 
land mass of Asia with an enormous population. I cannot understand 
it at all. 

I might be al! wrong, but I just cannot comprehend it, that is all, 

General Stewart. Well, it is certainly nothing easy about what- 
ever decision we have to make, sir. 


THE PROBLEM OF FLEXIBILITY 


Senator Grorce. I would say not. But I was asking you to help 
me with this one decision. You are asking for $800 million for this 
program in Indochina, with the present prospect that you cannot use 
a dollar of it, and yet your only suggestion is that flexibility be intro- 
duced 30 that the funds can be used anywhere in that whole vast area. 

General Srewarr. That is correct, sir; and we have a situation—— 

Senator. Grorce. I understand your situation; I appreciate your 
frankness but I just cannot see it that way. I do not think Congress 
should be asked to do that, and I do not think they would do that. 

I do not know what the alternative is. There are plenty of hard 
problems that you and I could propose, and then ask for the alterna- 
tive, but there is not any. If we are going to move on in that way, 
why, I do not see that there would be any alternative to it except 
bankruptcy ultimately. That will not be a very happy one. 

I have no further questions. 

The CHarrMan. it Indochina falls, would you mind suggesting 
that if Indochina did fall and you were given the power of transfer- 
ability where it would be used, and how? 

General Srewarr. Yes, sir. 

| Deleted. ] 

The Cuatrman. Well, I was not here, I left the room, and I did 
not know, maybe you had covered that before. 

General Srewarr. Those are the places where there is manpower 
and, presumably, those are the countries that might enter into an 
agreement to resist communism in that part of the world. 

The Cuarrman. Have you any information to give us, assuming 
that Indochina falls, as to what Britain’s stand would be? Do you 
know anything ¢ 

General Stewart. I do not, sir; perhaps the State Department can 
answer. 

Senator Grorce. How many British troops are there in Malaya 
now, General ? 

General Srewarr. It is on my other map, sir [deleted]. I do not 
have it on this map. 

| Deleted. | 

The Cuarrman. You said that the State Department could answer 
my question ? 

General Srewarr. Yes, sir. 

Mr. Drumricur. Mr. Chairman, you will recall that Mr. Dulles 
proposed at the end of March some united action, and he discussed that 
with the British. 
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The Cuatrman. Yes. 

Mr. Drumrient. And later he flew to London and, as a result of 
conversations with Sir Winston Churchill and Mr. Eden, a joint state- 
ment was issued in which it was agreed that the two sides would be 
prepared to examine the possibilities of setting up some kind of a 
security arrangement in Southeast Asia. 

| Deleted. ] 

The Cuarman. I understood that. Is there anything new in re- 
lation to New Zealand and Australia? Are they staying with the 
mother country or are they recognizing the possibility of danger to 
themselves ? 

( Deleted. ) 

The Cuairman. Senator Capehart, any questions? 


ASIA’S ATTITUDE TOWARD UNITED STATES 


Senator Carruart. I do not think I have any at the moment. 

The CuatrMan, Senator Green ? 

Senator Green. General, you used the expression once or twice 
about these Asiatic countries “if they lost faith in us.” What makes 
you think they have any faith in us, and what do you mean by the 
faith in us. 

General Srewart. I think the Filippinos have faith in us—— 

Senator Green. Yes. 

General Srewart. Faith in many ways. They have faith in our 
promises. 

Senator Green. I think you are right there. I am thinking more 
of the other countries. 

General Srewarrt. I think the Japanese have considerable faith in 
our basic intentions and integrity. 

Senator Green. What do you mean by the faith? In what? That 
we are honest or we are going to defend them or what ? 

General Stewart. If we say we are going to do something, we are 
going to do it. 

Senator Green. Yes. But suppose we do not agree to do anything. 
Did you mean in those cases where we have treaties that they think 
we can carry them out; is that what you meant? 

General Stewart. Yes, sir; 1 mean that if we had an association 
of native peoples, Australia, New Zealand, and ourselves in this area, 
and said that we would join with them in resisting aggression, if 
aggression took place that they would believe we would do it. 

Senator Green. I just wanted to find out what you meant; whether 
you meant that they had faith we would carry out the agreement 
we made with them—— 

General Stewart. That is right. 

Senator Green. Or they had faith that we would protect them even 
if we had no such treaty. 

General Stewart. I imply that they had faith that we would carry 
out an agreement, faith, that having made an agreement, we would 
not back off because it looked black. 


UNITED STATES DEFENSE TREATIES 


Senator Green. Which of those countries have we such treaties 
with? 
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General Stewart. I would like to defer to the State Department. 

Mr. Drumricutr. May I answer that? Senator Green, we have 
defense treaties with Korea, with the Philippines, with Australia, and 
New Zealand. 

Senator Green. Yes. 

Mr. Drumwriciutr. We also have a treaty with the Japanese. 

Senator Green. Mutual defense ? 

Mr. Drumrienr. It is somewhat different, [deleted] a security 
treaty. 

Senator Green. I thought that the General meant to include these 
other countries about which he has been talking. 

Mr. Drumricut. | Deleted.| We do not have such a treaty with 
Thailand, which has come in on our side, so to speak. 

Indonesia is outside; it is neutrally alined; and Burma is neutrally 
alined. Of course, we do have our understandings with the British, 
who have Malaya. 

Senator Green. How definite are our treaties with the British? 

Mr. Drumricur. Well, I would say our main treaty with them is 
in NATO. That does not apply to Malaya, as I understand it. 

Senator Green. No; I think you are going outside of the scope 
of our talk. 

Mr. Drumricur. We have nothing in the Far East with them, no 
treaty there. 

Senator Green. Then, General, you did not mean to include those 
other countries with whom we did not have mutual assistance treaties? 


FAITH IN UNITED STATES 


General Srewart. Senator Green, when I made the statement [ 
was using “faith” in all its meaning. Iam not very good at describ- 
ing that, but I can think I could describe the other side. 

If any one of these people in this part of the world, who are now 
friendly with us, decides that we are not going to face up to this 
unhappy situation, and that because they are not going to be sup- 
ported by a major power, will have to eventually fall into Commu- 
nist domination, then I would say they do not have faith in us, and 
they might change sides. 

They have got to believe that we will stand up for our basic prin- 
ciples and the principles on which our Government was formed, and 
the basic principles that we have announced all over the world as 
resisting aggression and keeping free peoples free. 

Senator Green. That is very vague. For instance, they might 
have faith that we would be against the colonial powers and take 
sides with the revolutionists; they might have faith in that, and yet 
we might not do it. In fact, we have not done it. 

General Stewart. Well, it is certain that if we pull out of all of our 
programs in this part of the world they will not have faith in our 
steadfastness of purpose. I am sure of that. 

Senator Green. Haven’t a good many of them lost faith in us to 
that extent for our siding with them against the colonial powers? 

General Srewart. I think—and I base this simply on my studies of 
these things—that there is a considerable element of doubt about us 
in Indochina where we got caught in a very awkward position, and 
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I am sure that we have been pictured in the native mind, [deleted] 
as assisting those people that they wanted out of there. Obviously 
that was not our purpose at all. 

Our purpose was to resist this colonialistic Communist threat in 
that part of the world; and I say that we have got to do something 
to overcome that doubt, and to maintain the faith of these people in 
us and our intention in the rest of the are: 

Senator Green. | find it very difficult to understand since the Indo- 
chinese talk about their losing their faith in us, why should they have 
any faith in us? [Deleted.] 

General Srewart. They know that we fought in Korea to save 
South Korea. They certainly must know that we conquered in the 
war with Spain, the Philippine Islands, and we have turned them 
loose and assisted them in becoming an independent people. 

Senator Green. That is exactly the reason they had hopes that we 
would side with them. 

General Srewarr. Well, we are in an extremely awkward position 
when what is presumably a resistance to a foreign power was seized by 
the Communists. [ Deleted. ] 

Senator Green. That is all. 

The Cuatrman. Senator Fulbright? 


RESISTING AGGRESSION 


Senator Funsrienutr. I do not know, Mr. Chairman, whether I have 
much toadd. I think Senator George raised most. of the questions. 

Once or twice, though, General, you have used the phrase “to join 
with them in resisting aggression,’ and by “them,” I mean the free 
peoples in Southeast Asia. 

The trouble is this is not aggression in that orthodox sense going 
on in Indochina, is it? It is not external aggression; it is an internal 
subversion or a re volution or rebellion, is it not? 

General Srewarr. Yes, sir; whose leadership has been seized by 
Communist organization. 

Senator Futsricur. | Deleted. } 


BALANCING ASSISTANCE PROGRAMS 


I have this before me a very interesting article from the Christian 
Science Monitor, and I will read you just a very little first paragraph. 

It says: 

Soviet political and economic strategists are engaged in a long-range campaign 
aimed at rallying all of Asia and most of the rest of the world’s underdeveloped 
nations to their side. 

Moscow is tackling this task from three angles: (1) Through cultural ex- 
change, (2) through technical assistance, (3) through trade. 

You come before us here and talk nothing except about military 
matters. 

| Deleted. | 

If you are not going to war, I do not think your program makes 
any sense. 

General Stewart. I believe included in this program—lI happen to 
be speaking solely for the military—are the elements that you 
described. 

48661—54——_17 
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Senator Futsricutr. Yes; but the amount in the other part of it is 
infinitesimal. I mean, you have in Indochina alone, as I recall it, 
$1,133 million practically all of which is military, directly or in- 
directly, and much of the other in Formosa. 

There is a tiny bit devoted to the other objectives, and we have 
already discussed that, and I do not want to go over it again—this 
matter of trade. 

There is no prospect of this country relaxing its trade restrictions. 
In fact, whatever is done is likely to be done the other way. I just 
do not follow at all, unless it is a military program. 

Now, I do not know whether you really have that in back of your 
mind or not, but the only purpose for having these meetings is to try 
to find out. If we are not disposed to be told what you have in mind, 
why, we might as well adjourn and let this thing go on and develo 
in secret. But if we are talking frankly about it, I do not think it 
makes any sense except as a military program. 

General Srewarr. I want to assure you, Senator, that to the extent 
that I have any knowledge and it is requested or implied that it is, 
so far as this program is presented here, I have no secret. 

| Deleted. | 

General Srewart. Yes, sir; and I believe you might agree that you 
cannot take the approach of the technical assistance and cultural 
exchange—— 

Senator Fursrieut. And trade. 

General Stewart (continuing). And successfully—— 

Senator Futsrient. And trade, don’t leave it out. 

General Stewart. Successfully, if you are fighting two—you have 
got a war that is smoldering in one place and fighting in the other, 
and utterly ignore military strength in the area. I think it would be 
very fine if you could just drop the military and start the other one. 

Senator Fursrient. Let us use Indochina as an example. I do not 
know, maybe we can go over this—we have been over it several times— 
but as I understand it, the local sympathy is not with the French. 
The French have relatively more military power, they have got more 
guns. 

| Deleted. } 

They have no intention, according to this article or many of the 
others, of having aggression, of sending an army across. They tried 
that in Korea and learned their lesson. They know that is not any- 
thing that pays, it does not pay, and you have got to give them credit 
for realizing it. They will do it the other way. 

[ Deleted. ] 

The CuatrmMan. Will you pardon me? IT want to make an announce- 
ment that has just come from the White House. Sir Winston Church- 
ill and Mr. Anthony Eden will be here next week. 

Mr. Drumricut. May I say a word? 

Senator Fursrieutr. Yes. You see, the trouble is these two ideas 
are mixed together. I do not see where one of them makes sense. 

General Stewart. Senator, I will say this: You will remember in 
Korea that we did not balance off the militarv threat of one nartien 
of the country. We tried this building up of cultural exchange and 
economic assistance, and what happened ? 
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The other man walked in with his military force. I do not think 
you can ignore the military, and I certainly have no—— 

Senator Futsricur. I would not say you should ignore it. I say 
the probabilities are that the Soviet does not intend to do that again, 
and certainly not in this area, because it has not worked well at all 
in Korea. The other approach is a much more effective one. 

( Deleted.) 

Senator Fu.prieur. I am just trying to elicit what is the real 
theory, what is the policy that the Government is following, and I 
cannot quite see it yet. 

General Stewart. What I have been trying to present, Senator, is 
not a military program. The questions } you raise are very pertinent 
questions, and when we were in Korea, the $64 question on our side 
was why does the other man, at that particular period, fight so much 
better than our man—I am speaking of the North Koreans and the 
South Koreans. Now the South Korean is a different man today. 

Why will he stay there and fire that machinegun until you blow 
his head off with a grenade, and he would? 

Now, what I have been trying to say is that to accomplish the kind 
of things you have got to accomplish you have got to create some 
kind of a stable condition where the shooting is balanced off in stock, 
so that these other forces can begin to work; that is what I am saying. 

Senator Futsrieur. That is all, Mr. Chairman. 

The Cuamman. Senator Gillette? 

Senator Gitterre. Mr. Chairman, the area has been pretty well 
covered. 

AMOUNTS REQUESTED FOR INDOCHINA 


I want to pinpoint the situation, the immediate situation, before 
us, 

You have asked for $825 million to use in that for military assist- 
ance in that Indochina area. 

General Stewart. Yes, sir; $25 million, sir, just to get the record 
straight, is for Formosa. 

Senator Gmuerre. How much? 

General Srewarr. $25 million of that is for Formosa. 

Senator Gitterre. Well, $800 million then is for the Indochina 
area ¢ 

General Stewart. Yes, sir. 

Senator Gitterre. On the basis of your map right there we have 
a preponderance of troops in that area ? 

General Stewart. Yes, sir. 

Senator GitLetre. Now, what do you intend to use the $800 mil- 
hon for? 

General Srewarr. Senator, I am going to answer your question—I 
am not dodging it—but I want to make it plain that that actually is 
a program that is administered by the Director of Foreign Operations 
Administration. 

Senator Gitierre. Surely. 

General Stewart. It is the support required by France to continue 
the war and build up the forces, native forces, in Indochina, and that 
was the estimate made by the Director of Foreign Operations Admin- 
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istration, that it would take in this fiscal year to cor.tinue on the basis 
that we had 4 months ago, 5 months ago. 

Senator Gruverre. In addition to that, the evidence that we have 
had presented to us was that during this last year $400 million was 
made available, $385 million we transferred, and end items aggre- 
gating more than $1 billion were channeled through France and sent 
into that area; that is correct ¢ 

General Srewartr. The end items were channeled through France 
only to the extent that they were delivered to French officials in Indo- 
china. The rest of that is correct, sir. I just want to make it clear 
that we did not send our money over to France to buy the end items 
for my program. 

Senator Gitterre. No; but wasn’t it for military assistance? 

General Srewarr. Yes; that is correct. 


TRAINING NATIVE TROOPS IN SOUTHEAST ASTA 


Senator Gitterre. Now, that leads up to the situation that faces 
us. Because of the changed situation, one that has deteriorated so 
rapidly, there is at least a “probability that you will not be able to use 
the $800 million in that area for the purpose for which it was asked? 

General Stewart. That is correct. 

Senator Gitterre. Then you suggest that we ought to authorize the 
President to use it in some of these other areas. There has been an 
announcement made that we have no intention of sending American 
troops into the area, but you have pointed out that there are great 
reservoirs of indigenous troops in these various areas you marked on 
your map that could be trained. For what purpose will they be 
trained, for offense or defense, and how long would it take and how 
far would $800 million go in welding those troops into either an 
offensive or defensive army ? 

General Stewart. Well, sir, I think we would train the forces on 
exactly the same basis that the forces in Europe are being trained; 
first, to deter any farther move by the Soviet military power—Chinese 
in this case—and, second, if it did occur, to be strong enough to throw 
it back and eventually defeat it. That would be our objective as a 
military man’s approach to it. 

Senator Gittetre. Where is your line? 

General Stewart. The line—and I, of course, have to speak just 
from my study of the area you assume that Indochina is lost, then 
your line must run as indicated on the map here. [Deleted] 





REQUEST FOR FLEXIBILITY 


Senator Gitterre. How far would $800 million go in building up a 
military force effective enough to hold any line that you have 
indicated ? 

General Stewart. It would give us sufficient to start with. It would 
not, of course, arm and train all the people I have indicated as avail- 
able in that area. 

Senator Griterre. We have [deleted] people right now in Formosa 
that we have been helping train and helping take care of and feeding 
and supporting ? 
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General Srewart. Yes. 

( Deleted.) 

Senator Gitterrr. Well, does it not mean, General, that it is not a 
question of making this $800 million available, but a question of our 
taking an indeterminate number of years to weld and build up a mili- 
tary force sufficient in that area to withstand an expansion of Com- 
munist influence through force? Isn’t that what the objective is? If 
it is not that, it does not seem to me that we have any objective. 

General Stewart. Well, Senator Gillette, as I see it, the situation is 
not exactly that. The situation is that we face a deterioration in our 
position and the position of our friends all around the world right 
now. Out here is the most serious situation. I presume that the Con- 
gress will adjourn some time; I guess some time in August. 

This history moves, as I pointed out, faster than we can get a book 
printed. 

It is my judgment or my thesis-—my thesis is based on this—giving 
the President some basis on which to make a concrete move if he has 
to make it. Certainly, the Congress will be informed of anything he 
did, but if he is left here without an authorization of any kind on this 
foreign-aid bill and without any funds to back it up, it seems to me 
that no matter what Mr. Dulles does, what he achieves in getting peo 
ple to line up with us, that we would be in a position to say, “We will 
agree on this, subject to the authorization and appropri: ition of funds 
when Congress comes back.” I suppose if there is an immediate crisis 
they could call Congress into being, but we do face this period that 
is obviously critical, a major crisis, and what I am pleading for is 
some means to make a constructive move if the opportunity presents 
itself. 

Senator Grurerre. I think every member of this committee is just 
as apprehensive as you are and we, perhaps, do not have the knowl- 
edge on which we could base the apprehension that you have, but we 
have enough apprehension in the realization of this situation. 

However, very frankly, I cannot see any logic in your suggestion 
that we authorize $800 million for a specific purpose, and then your 
saying, “We will, perhaps, not use it for that purpose, but we want 
the privilege of using it somewhere else.” We are faced with an 
inchoate condition and an indeterminate place and purpose. I think 
that proposition is untenable. 

General Stewart. Well, Senator Gillette, except for last year— 
and I speak now of the military program only—except for last year, 
at which time the Congress placed a floor under the fund which would 
go to Formosa, all of the military funds have been authorized and 
appropriated by area. 

We have never been legally held—we give you illustrative programs 
of what we propose to do, but the appropriation and authorization is 
by area. 

Now, here is a particular request based on a condition that existed 
several months ago. We are asking nothing in this case except that 
instead of restricting it to that particular use you broaden it so it 
could be used in this area. and I again, as one of the defenders of this 
request—I know of no objection as to any restrictions that might 
be put on it so long as it was an instrument that the President could 
use if the occasion arose where he should do something. 
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Senator Giuterre. Thank you. I have no more questions, Mr. 
Chairman. 

Senator Carenart. May I ask a question ? 

The CuarrmMan. Just a moment. 

Suppose that conditions beeame worse in Indochina, and over half 
of this $1,700 million goes for Indochina. Suppose further that we 
followed the procedure in former years, and the amount that was 
given for the far eastern area was reduced so that you had in the 
nature of what you have here, $1,400 million, with the transferability 
clause toward the utilization of it in Indochina ; how would something 
like that strike you? You have given us itemized amounts for each 
area and built up your $1,760 million, and yet you said $800 million 
of that would go into Indochina. 

General Stewart. That is right. 

The Cuairman. I am just trying to find out. 

May I suggest that you consider that suggestion while we answer 
the quorum call. We will be back shortly. 

(Short recess. ) 

The Cuarrman. I interrupted the Senator from Indiana, so I will 
now let him ask his questions. 


WHY ISN’? MILITARY ASSISTANCE UNDER THE DEFENSE DEPARTMENT? 


Senator Carenart. Why do we have a military assistance program 
separate from our regular military program ? 

General Stewart. You mean within this bill, sir? 

Senator Capenart. Well, within this bill or any bill. My question 
is rather general. Why do you have this military assistance under 
FOA; why is it not just a part of our general military program? 
What advantage is there in having two bills? 

General Srewarr. One, we have tried very hard, sir, to indicate in 
this presentation, this book, which, I believe, copies were furnished 
to everybody, by the various columns what the money was to be used 
for. 

Now, the Department of Defense has tried to keep in purely the end 
item and training business. Therefore, there is this borderline like the 
direct forces support column where assistance is given to the country 
to maintain and operate forces but is not specifically end items and 
training. 

Senator Carenarr. Is it purely a matter of bookkeeping or is it an 
advantage to the Defense Department to have defense matters coming 
under the regular Defense Department, and then separate defense 
matters coming under the the foreign military assistance programs? 

General Srewarr. Senator, I think I can point it out very easily by 
just telling you what actually happened. 

The question arose as to whether or not this $800 million we have 
been talking about should be in column 1 or column 2, that is, whether 


it should be under MDAP or should be separated from it. 

In my capacity as the man who tries to administer this thing world- 
wide, I objected violently to having it in the column I was responsible 
for because, (1) I did not figure out the requirements for it since they 
were not purely military, and (2) I had no organization to administer 
such a program. 
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Therefore, this presentation is basically an effort to show the com- 
mittees and Members of the Congress what we do intend to do, and 
the fact that it is administered by the Director of Foreign Operations 
is largely a result of the fact that he has an organization that can 
handle these kinds of semieconomic things, and the military has an 
organization solely to provide end items and training. 

Senator Carenart. That is my point. 

Then you look upon this military assistance that is in this author- 
ization as partially economic ¢ 

General Stewart. There can be no question that when you give men 
support of the type we have been giving the French for the Indochina 
fight, that if is part economic. 

Senator Carenartr. Why not have the Defense Department handle 
all this military assistance? It is for defense, it is military, so why 
have 2 budgets, 2 appropriations, and 2 authorizations? 

General Stewart. Well, I believe—— 

Senator Carenarr. In other words, if the Defense Department feels 
it needs $800 million to do what it thinks might be needed to do within 
the next 12 months, why don’t you spend it out of your regular appro- 
priation? Why is a second appropriation requested? Evidently 
there is some good reason for it. 

General Srewarr. There was a very good reason for it 

Senator Capenarr. What is the good reason ? 

General Stewart. The purpose of this bill under which we operate, 
as stated in the bill, among other things, is to further and support the 
foreign policy of the United States. Now, that is laid down by 
Congress. 

Senator CapenaArr. That is true; I hope that is true of the Defense 
Department, too. 

General Srewart. Yes, sir. 

Now, if there is money to be used to promote and support the foreign 
policy of the United States, certainly the Congress should indicate 
its agreement by appropriating money for that purpose rather than 
in the middle of a year some decision being made that we will use some 
of this money that was appropriated for our own Military Establish- 
ment for this. 

It also permits the public—and certainly I am not the expert in this 
field, sir, but it is a public statement of what we are doing to support 
this foreign policy, rather than a borrowing or a transfer within an 
appropriation that presumably is made for our own forces. 

I believe those are the basic reasons why it is included in a separate 
bill. 

Senator Caprnart. Well, you still have not convinced me of the 
soundness of that view. 

General Stewart. I was trying to explain. 

Senator Carenart. I do not mean that you failed. But it still is 
note quite clear to me why we have two budgets, both to defend the 
United States against its enemies from without and within. If the 
Defense Department thinks it needs $800 million, or might well need 
it during the next 12 months, I do not know why it is disguised under 
the name of FOA. Why doesn’t the Defense Department just come 
out and say, “We need it.” What is the purpose of FOA, militarily 
speaking ? 
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General Stewart. Senator, there is language— 

Senator Carenart. Of course, I guess we, as the Congress, estab- 
lished the FOA. ; 

Senator Smrrn. It is historical. You see, it started with the Mar- 
shall plan, ECA. 

Senator Caprrnarr. Is it just another method then of spending 
money for economic help rather than military help? 

Senator Smrrn. No. We moved from economic into the military, 
into the Marshall plan in our foreign-aid program. Now, military is 
our home military program. 


WHY NOT AMALGAMATE THE PROGRAM WITYI DEFENSE APPROPRIATIONS? 


Senator Carenart. I have wondered if our Defense Department 
figured they needed $40 billion to defend us ina given vear, and they 
did not get $40 billion to spend, why do they need to camouflage the 
extra funds they need. It looks to me like that is what is being done 
with the requests for funds for military assistance and other programs. 

The Cuarrman. I think your suggestion or question is a very good 
one. However, the policy was established that in dealing with these 
foreign allies of ours. 

The whole basis, even the economic basis and theory is that it is in 
the national interest and the national defense to stop the spread of this 
Communist fire that was seen to be getting closer to America. Re- 
cently we have had instances of it in Guatemala. 

But I think the policy was laid down by the Congress when they 
started in its inception, and I suppose we just are carrying it on. 

Your idea is that they might be amalgamated under the Defense 
Department. Well, here you have got 

Senator Carrnart. The general made the point that something 
might happen while Congress was not in session, that $800 million 
would be needed to be spent due to the war in Indochina or some 
similar situation. 

My point is that if that is true, then ask for it in your regular 
Defense Department appropriation. You ought to have the right 
to spend it if in your best judgment it is needed to defend the United 
States, unless there is some other reason for it. 

I have always been a great believer in the military controlling 
all military expenditures ‘and all things that have to do a hundred 
percent with the military, and this seems to be one of those things. 

I do not know that it is pertinent to what we are considering here 
today, but it has been a feeling that I have consistently had all the 
time. 

General Stewart. As an individual who tries to keep this thing 
straight, I assure you if we only had it in one place it would be 
administratively pleasant for me. But I have always understood 
that they wanted—the will of the Congress—that there be two bills, 
so that ‘they would themselves specify what this money would be 
used for. 

The Cuarrman. That is right. 

Senator Carrnart. Well, of course, the Congress can be wrong, too. 
Of course, I discussed this origmiaily when the whole matter of 
military aid was brought up. I do not know why our military 
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should not handle military assistance nor, why they should not keep 
title to all the things they buy, and loan them and lease them to people 
if they need them over a period of years and time. 

It has not been quite clear to me, but I presume the chief reason is 
that it makes it easier to get more money or spend more money and 
do it in a little different way, I presume. 

The Cuareman. I think this is a very good policy in the sense that 
Congress itself designates, for example, “that in X country we will 
spend so much for economic aid, so much for military aid. 

We do not say that the Defense Department can go ahead and 
simply spend whatever they want to when the funds are spent outside 
of this country. 

We just say, “In certain countries we authorize you to do certain 
things which we think are necessary in our interests of self-defense.” 
Then we did put in the legislation the transferability clause, which 
worked fairly well up to a certain point. 

Senator Carenart. My idea of a fire department is one that has the 
right to go tu the place on fire at that specific time. What these gentle- 
men are saying is that they want this $800 million, that they may want 
to spend it here or there or elsewhere, and if a fire breaks out there, 
that is where we want to spend it. 


NEED FOR SEPARATE AUTHORIZATION QUESTIONED 


Why do we tie their hands by saying that they must spend all of 
the $800 million in Indochina when it might be better to spend it in 
the Philippines or Formosa or some other place? That is my point. 
I am not belaboring the point here, but why do we have 2 appropria- 
tions, and 2 authorizations, when it is the end result which ought to 
be one and the same, and that is to defend the United States and to 
do what ought to be done at the proper time and the proper place? 

Now, I know the Congress set up this arrangement by law. 

Senator Smirn. Last year by a series of accretions we spent from 
$800 million to $1 billion for the Indochina operations, helping France 
with equipment, and so on. 

This year we have had estimated that if the plan continues on as 
originally contemplated, the same expenditure would be required. 
{ Deleted. ] 

[Deleted.] We figured we had better have flexibility in case the 
fire broke out in some other part of that area so we could have used 
it there if Indochina fell. I think the way it developed is historical 
rather than anything else. 

Senator Capenart. It has not been quite clear to me. 

Senator Smiru. Maybe it ought to be reformed. 

Senator Carrnarr. A number of years it has not been quite clear 
to me as to why we have two separate appropriations. 

Senator Smirn. It was under the Marshall plan. 

Senator Capenart. Yes, the Marshall plan was strictly 100 percent 
economic. I presume after that terminated, they decided that they 
would find another way to spend money, and they would do it mili- 

tarily. 

Senator Suir. That was not the way it was. The Marshall plan 
came to an end when we said it would, in 3 years. Then the conflagra- 
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tion began to break out in Europe and we figured it meant military 
aid to these countries that previously had received economic aid. So 
we changed ECA to military aid. 

Senator Capenart. We have FOA now. 

Senator Smirn. Well, FOA is the successor of ECA. 

Senator Capenart, I do not know why we do not divide military on 
one hand and economic on the other, and keep them separated, and 
make the military appropriations flexible so that the military will be 
enabled to do what they ought to do at the right time and in the 
right place. 

We cannot change it today, so I will not ask any more questions 
about it, but it was just running through my mind. 

The CuairMan. It is apparent today that you would not agree 
with Senator George. He did not want any flexibility on the $800 
million. You would want flexibility on this entire appropriation. 

Senator Carrnarr. I would think the fire department ought to 
have flexibility to go wherever the fire is. 

I think these things are all a matter of degree, of course, but I 
think you must have a certain amount of flexibility. Maybe you do 
not need the $800 million. 

Dr. Wiicox. Mr. Chairman, with respect to Senator Capehart’s 
question, may I just state my understanding of this problem? You 
have different budgets primarily because when you put into a par- 
ticular country large sums of money for military purposes you are 
really engaged in foreign policy matters, not defense matters. It is 
defense of our national interests, too, but it is primarily a foreign 
policy matter; that is the reason our committee here has jur isdiction 
over this bill. 

Therefore, it seems to the administration and to our committee, 
certainly to the Congress, that you ought to have a separate budget. 
and separate accounting systems to take care of these transactions in 
what is primarily foreign policy. 

Senator Carenart. Then, of course, a dollar spent for military aid 
in France is just as good as a dollar spent under the Marshall plan 
economically speaking. I still think that is true. 

Well, I am not going to belabor the question. 


PROPOSAL FOR A FLEXIBLE FUND OF $800 MILLION 


The CuarrMan. Have you finished your testimony, General, except 
for the answer to my question ¢ 

General Srewart. Yes, sir. 

The Cuatrman. Do you want to answer that? 

General Stewart. I will try to answer it, yes, sir. 

The Criairman, I am serious about it, because of the position taken 
by Senator George, and I want to get your own reaction to it, be- 
cause sometimes we have to work out compromises to get things 
done. 

Could you tell us whether there has been any conclusion reached 
as to flexibility ? 

General Stewart, As I understand your question, it is what reac- 
tion I would have to the proposal that the figure for the Far East, 
instead of being $1.768 be $1.4. 
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The Crarmman, Or three or anything else, with the flexibility 
clause suggested now by the distinguished Senator from Indiana? 

General Srewarr. Yes, sir, 

There is no magic in the figure of $800 million, which constitutes a 
major portion of this. That was a calculation of what would be re- 
quired to keep the French fighting at an increasing tempo in fiscal 
year 1955. 

Now, since that figure was arrived at the situation has grown worse 
not better. 

In the military program alone we have been forced to increase the 
program we had for Indochina by well over $100 million. 

The CuatrMan. Over your last year’s estimate ¢ 

General Srewarr. Yes, sir; over what we put in the money over 
the program that was appropriated; yes, sir. 

Now, that figure is taken up in this increase of transport planes, 
increased bombers, around-the-world airlift of these reinforcements, 
the expediting of ammunition, the increased requirements that have 
come in to us. 

Now, we have to cover that. The only way we can cover it is by 
decreasing somebody else’s program and using the transfer clause 
that you just referred to, Mr. Chairman. But I cite that as a case of 
things going to take up the costs of this part of the world which are 
increasing, and I do not think there is any reason to suppose in the 
face of facts as we know them today, that $800 million or $1.7 or any 
portion of this is too much. It might not be enough, and my reaction 
to the proposal that we reduce it is one of dismay because I, as ad- 
ministrator of the military program, am already in a lot of trouble 
trying to finance the increased cost of Indochina. 

| Deleted. 

The Cuarrman. Isthere anything further you desire to tell us? 

Mr. Noutrne. Mr. Chairman, could I have the privilege of adding 
two points for the record ? 

The CuarrMan. Yes. 

Mr. Nourine. I think it might clarify the matter of the aid for 
Indochina somewhat. 

I am Fred E. Nolting, special assistant to the Secretary 

I have these points: First, the $800 million under the flexibility 
clause that the administration is asking for would not be labeled 
exclusively for military purposes. It could be, if the authorization 
and the appropriation were granted that way, used for a number of 
purposes, inc ‘luding both milits iry and economic uses. 

The Cuatrman. But if Indochina falls, you will not have any use 
for economic help, will you? 

Mr. Noutinc. This, I think, goes to the point that Senator Fulbright 
was raising as to what good it does to create additional forces in these 
surrounding areas if you do not have the will there to fight. His 
point was that the policy of the Soviets with trade, and so forth, was 
creating conditions favorable to them rather than favorable to us. 

The point is that this $800 million, as a flexible fund, could be used 
for purposes which would instill a will to resist in some of these 
people, and, I think, is an important one for the record. It is not 
clear which way the fund might be used but the flexibility provision 
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that we are seeking would provide the right to use the fund for any 
purpose consistent with the purposes of the act. 
Senator CarrHarr. How could you use it economically within 12 

months’ time if there was still a will to win? 

Mr. Nourina. I think to make a display of better economic condi- 
tions in [deleted] Vietnam [deleted |. 

Senator Carenart. I do not ask how you could do that over a period 
of years, but how could you do it over a period of 30, 60, or 90 days? 

Mr. Norttna. I think in a matter of a year a situation of a better 
economic life in the free part of Vietnam could be demonstrated, and 
I think it would be an extremely important factor in holding them. 


TRAINING AND ARMING THEIR MEN AND PROMOTING TRADE THROUGH 
RFC-TYPE AID 


Senator Carenarr. You are a better businessman than I am if you 

can show those results in a matter of 3, 4, 5, or 6 months. I’m not 
against you, but I just do not see how anything like that can be done 
in 3, 4, 5, or 6 months. 

It seems to me that what you ought to do is to help these countries 
train a lot of men and help arm them, and at the same time set up 
maybe some RFC-type agencies over there, and loan them money 
to put in some factories to put their people to work making goods and 
selling goods among themselves. 

It seems to me that we ought to do two things: (1) Help create jobs 
for them by virtue of helping them put in factories and processing 
plants to promote trade among themselves; and (2) to train their 
soldiers. If we do those two things, we would really be doing some- 
thing constructive. 


PURPOSE OF THE FLEXIBILITY PROVISION 


Mr. Nortrna. The second point, Mr. Chairman, is that it is by no 
means excluded that the French and the Associated States will con- 
tinue the fight in Indochina. The original basis for the request for 
this amount of funds for direct forces support, namely, support of a 
military plan, is still a possibility in this very fluid situation. There 
is still the chance that a continued will to fight in Indochina will come 
about as a result of a failure to come out with a satisfactory negoti- 
ated settlement in Geneva. Therefore, one of the reasons for this 
request is that at least the means to support this will be provided. 

The flexibility would take care of the possibility that if the base, 
namely, the support of the Navarre plan or an Ely plan or some other 
French and Associated States’ military effort, did not exist then the 
flexibility feature would enable us to use the money elsewhere or for 
other purposes. 


PURPOSE OF FOREIGN AID PROGRAM 


The CHairMaNn. May I suggest before you conclude your testimony, 
General, that you put ina separate exhibit the amounts requested for 
each place, and then show that this money is being spent for our own 
defense, and that the money itself is simply in the nature of a credit 
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for goods that are produced in this country, thus creating employ 
ment here and adding to the economic welfare of this country. 

A large segment of ‘the people in this country are being sold the idea 
that, one, our allies are not appreciative; and two, that our allies are 
now in a position to compete with us in the sale of merchandise. 
They think little about the other proposition, that this money is for 
the purpose of defending the United States, and that nearly every 
dollar of credit we give abroad comes back here to be spent and creates 
a demand on our own economy and has a tendency to offset a recession 
or depression. 

It seems to me that an exhibit of that kind would be very valuable 
in showing the people of this country the purpose of foreign assistance 
funds. 

We have to have something constructive to show them that this is 
not a give-away program. Do I make myself clear? 

General Stewart. Yes, sir. 

I would like, Mr. Chairman, to make it clear that the amount of 
money that is being requested for the military program—we have 
talked about so many amounts, I think we have lost sight of that. 
On a worldwide basis, the Department of Defense is requesting in 
this bill $1,580 million worldwide for all three services. We talked 
about larger sums here and I wanted to make it clear. 

Now, of that amount we estimate that something between $200 and 
$300 million might be spent outside of the United States, and I 
would—— 


WHY ISN’T THE AMOUNT FOR MILITARY ASSISTANCE IN THE DEFENSE 
DEPARTMENT BUDGET ? 


Senator Futsrient. Mr. Chairman, may I ask why this $1,100 mil- 
lion is not in the military budget ? 

Senator Capruart. I asked the same question earlier. 

General Stewart. Senator, my answer was that it was my under- 
standing that there were two bills, the foreign-aid bill and our own 
Defense Department bill, because it was the will of the Congress to 
control and designate the funds that would be specifically used in 
support of the foreign policy as opposed to those funds that would 
be used in the maintenance of our own forces. 

Senator Futsricut. What do you mean, the will of Congress? 
Who told you that? 

General Stewart. It has been going on now for about 4 or 5 years, 
Senator. 

The question has been raised among those of us who tried to ad- 
minister this bill a number of times on how much easier it would be 
for us as the working people if this was all part of one budget, and 
that is the answer that I have been told. I do not remember who 
told me, but it has been discussed many times. 

Senator Futsrrent. I do not see any reason why this money should 
be in this bill at all. It is somewhat deceptive in a way because it is 
essentially military, as you say. 

General Stewart. That is right. 

Senator Fursricut. It is over a third—not quite half—of the 
amount isn’t ? 
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General Stewart. Yes, sir. There is in some other appropriation 
authority to more-or-less merge these funds once they are appro- 
priated in order to administer them a little easier. Iam speaking 
of the military-aid program, and the military. 

Senator Futsricut. So far as you are concerned then if this com- 
mittee and the Senate eliminated all the money in this bill for military 
assistance and said that it should go into the Defense Department 
appropriation, you would not object, would you ? 

General Srewarr. No, sir; not as a director of OMA; I certainly 
would not. 

Senator Fursrient. Would you in any other capacity? 

General Stewart. I am a member of the organization, sir, and I 
do not have all the wisdom or all the authority, and I do not make 
the final judgment. 

This is Mr. O’Hara from Mr. MeNeill’s office, the Defense Con- 
troller’s office. 





BASIS FOR SEPARATE LEGISLATION 


Mr. O’Hara. The matter of the amount which is proposed here in 
this program for authorization has been studied pretty carefully and 
it has been determined, after a great deal of screening and examina- 
tion, by substantially reducing the estimates of militar y requirements 
that were brought up it comprises entirely material which would be 
additional to the material that is covered by the defense-procure- 
ment appropriations and the maintenance appropriations for the mili- 

tary forces contained in the Military Appropriation Act. 

However, there is a proposal which has been put in the military 
appropriation bill by the Senate Committee on Appropriations by 
which MDAP funds would be utilized to reimburse for procurement 
through the military appropriations. There would be simpler book- 
keeping and more exact accounting under the mutual-defense pro- 
grams. It is additive, however, to the military budget. 

Senator Fursricur. Do different people do the procuring under 

this authorization than do under the military budget ? 

Mr. O’Hara. The same people do it now, sir, in the United States. 
Offshore procurement offices—— 

Senator Futsrieut. You would not have any objection then to just 
eliminating this item out of this legislation, would you? 

Mr. O'Hara. Not if there were a corresponding increase and a 
change in the authorization in the 

Senator Futsricut. We would recommend that to the proper com- 
mittee to handle that, of course, and what the other committee does, of 
course, is their business. 

Mr. O’Hara. There would also have to be a change in the appro- 
priation bill for defense to authorize military assistance out of the 
military appropriations, and the President has sent this estimate up in 
a separ ‘ate bill partly because of the precedent established by Congress 
in previous enactments, and partly because it has been determined by 
the administration that you cannot give military aid to a country 
without having implications because of the number of soldiers that 
have to be provided for, the amount of gasoline they have to buy 
from outside their borders—that it has a direct effect on their economy 
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and budgets, and the two should be considered together to make 
coherent whole. 

The Cuarman. Well, I do not know what the judgment of the 
committee will be, but my personal opinion is that this is a matter 
which directly comes under the jurisdiction of this committee. While 
military assistance represents a utilization of funds for national de- 
fense, it also has a tremendous impact upon foreign policy in the 
sense that we are dealing with various geographic places in the world. 
It is a subject that I think we should give real serious consideration 
to before we attempt to do any transferring. 













STATUS OF LEGISLATION 






























Senator Futsrieut. Mr. Chairman, may I read from the President’s 
state of the Union message two sentences which bear on the subject ? 

The Cuareman. Yes. 

Senator Futprient. The President, and I quote: 

In this budget, mutual military program funds are shown under the new 
obligational authority of the Department of Defense. However, this arrange- 
ment is being reviewed, and my recommendations will be set forth in connec- 
tion with the authorizing legislation I shall recommend to the Congress. 

This also brings again to us the point made by Senator Gillette 
that there has been no message from the President on this legislation 
or any bill which has been submitted. 

We have not gotten the recommendations yet. 

The Cuarrman. That is right. 

Senator Futsrient. It appears to me from the President’s state- 
ment I have quoted that he contemplated at that time that maybe it 
should be in the Defense budget. 

Senator Smirn. That statement was made when it was planned to 
wind up the foreign-aid program this year and turn over military 
assistance to the De ypartment of Defense. Then it was recommended 
that we continue the program for 1 more year. 

Senator Futrricur. This is the budget for the year ending 1955. 

The Cuamman. I think that the President is going to wait before 
he sends any message, until he has had an opportunity to consult 
our allies overseas about the new situation in Indochina and an op- 
portunity to evaluate the ever-changing world situation. 

General, is there anything else you want to tell us before we call 
the next witness ? 

General Stewart. No, sir. 

The Cuairman. The next witness is Mr. Moyer, regional director, 
Office of Far Eastern Operations. 

Mr. Moyer. Yes, sir. 

The Crarrman. Mr. Moyer, we are glad to see you; you just carry 
on. 

Mr. Moyer. Mr. Chairman and members of this committee, I do 
not know at this hour how much time you would like me to take in 
a statement, but 

The Cuatrman. If you can make it short and clear that is what 
we want. 

Senator Futsricut. Mostly clear. 

The CuarrmMan. We will not interfere with the clarity of the 
situation. 
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STATEMENT OF RAYMOND T. MOYER, REGIONAL DIRECTOR, 
OFFICE OF FAR EASTERN OPERATIONS, FOA 


Mr. Moyer. I was going to say that some of the matters in the part 
of the program that I am going to talk about relate to questions 
that have been brought out in ‘the discussion tod: Ly. 

Now, obviously, some of these questions are matters of overall 
policy, of strategy, relating to the area as a whole, and how to go 
about meeting this problem which we are all so concerned about, which 
are out of my field. There are others, however, that have been raised 
concerning the general nature of what we are trying to do, the con- 
cepts that are involved, whether or not we have any imagination in 
dealing with these problems, whether we have explored different 

ways of solving them, and then some more specific questions have 
been raised with respect to this or that segment of the program or 
the situation. 

I do not know that I can answer all of these satisfactorily, but. it 
seemed to me that the best way for me to start what I might say 
would be to try to do that, to deal with some of the questions that 
have been raised in the course of the discussion today, which bear on 
the economic segment of this program that is being presented. 














FAR EASTERN COUNTRIES WHERE UNITED STATES HAS ECONOMIC PROGRAMS 












By way of introduction, I ought to say that the countries in the 
Far East in which we presently ‘have economic programs are Korea, 
China, on the island of Formosa, the Philippines, Vietnam, Cam- 
bodia, and Laos, Thailand, and Indonesia. 

Outside of a program using section 550 funds, that is the agricul- 
tural surpluses, there is no economic program presently in Suen. 








TERMINATION OF ECONOMIC PROGRAM IN BURMA 
The program in Burma has been terminated at the request of the 
Government of Burma and is now approximately wound up. i 

The CHarmman. Why was it terminated? 

Mr. Moyer. It was because of dissatisfaction with the presence of 
some Chinese Nationalist troops in northern Burma which they as- i" 
cribed in one way or another to the United States since we were i 
supporting the ni itional government on the island of Formosa, and | 
since these were remnants of Chiang Kai-shek’s troops, they either 
felt that we had something to do with it, or their presence would 
embarass them in relation to Communist countries. 

They thought the best way to handle the situation would be to 
make ‘clear that they had no official connections with the United 
States, such as receiving our aid. 















NATURE OF PROGRAM 


Now, our present program has grown up out of something different 
from what we have today. In Europe it was an economic-recovery 


program at the beginning. In the Far East it never has been until 
this year an economic-recovery program. Until last summer, outside 
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of Formosa, which was a special case, it was basically a program of 
technical assistance, carried out, in part, under the former Technical 
Cooperation Administration and partly under the Mutual Security 
Administration. 


AMOUNT REQUESTED 


The Cuarrman. How much do you want for the whole area‘ 

Mr. Moyer. For the whole area we are requesting for 1955 $385.3 
million. This excludes all mutual defense assistance and the direct 
forces support for Indochina. That compares with the current fiscal 
year 1954 program of $480.5 million. 


PERCENTAGE WHICH WILL BE SPENT IN UNITED STATES 


The Cuarrman. How much of this is spent in America ? 

Mr. Moyer. I have not exact figures, but I think it would be safe to 
say—maybe our comptroller would give a better estimate, but I think 
it would be safe to say 70 or 80 percent would be spent in the United 
States. 

Senator Futsrient. Could I ask the chairman what he means by 
“spent in America”? 

The Cuarrman. What I meant was that in these programs, in many 
instances what the foreign countries receive are credits, and then they 
make demands upon our economy for goods; that is what I meant. 

Senator Futgricut. Isn’t it all spent in America eventually? Ido 
not quite get the distinction. For example, if they employ a man and 
pay him in dollars and he goes to Iraq and he gets $10,000, sooner 
or later that $10,000 finally gets back to the United States to be used 
in buying something. 

The Cuatrman. I think it will. 

Senator Futsrienr. In other words, isn’t the money spent abroad 
under any of these programs eventually spent in America ? 

The Cuarrman. Where they buy American goods, the money does 
come back here. But you will find in all these countries dollar bal- 
ances, and you will find that they husband their dollars because a 
dollar is the best coin in the world. 

What I meant was, in providing economic assistance, how much 
of the sum provided is really spent by giving those countries credits 
in the United States? 

Mr. Moyer. Mr. Murphy, would you like to comment on that? 

Mr. Morpny. I think your estimate of 70 to 80 percent is as good 
as I can make it. 

Senator Futsricut. Where is the other 30 percent spent? 

Mr. Moyer. Take the Korean program, for instance, the policy is 
to procure from the cheapest source that meets specifications. It 
might be textiles in the Korean program 

Senator Futsrient. Give us an illustration. I just do not under- 
stand the distinction you are making, and I would like to understand 
it. What happens? 

Mr. Moyer. For instance, we need textiles to help meet the need in 


Korea, and we might get them from Japan, so the dollars would be 
spent in Japan. 
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Senator Futsricur. Then where do the dollars go? Do they stay 
in Japan? Is the theory that these are hoarded and stay in Japan 
and never come back to America ? 

Mr. Moyer. No, sir. 

Senator Futsrient. Then if they do come back to America, they 
come back to buy something, do they not? Isn’t that the way it 
happens ¢ 

Mr. Moyer. That is correct. 

Senator Futsrigut. Why do you say 30 percent is not spent in 
America ¢ 

Mr. Mureny. We mean initially, sir. 

Senator Futsricut. That is different. 

Mr. Murrny. Where the initial expenditure took place; I thought 
that is what Senator Wiley meant. 

Senator Futsrient. That is the distinction I thought he was trying 
tomake. He did not say initially. 

Senator Carenarr. I would like to say that the doilars eventually 
come back here, but in many instances it takes them a long time be- 
cause nations do trade among themselves using dollars. You might 
have a situation where foreign nations just keep trading back and 
forth, using dollars, but they eventually come back, of course. 

The CHatrman. They trade amongst themselves with dollars, in 
Europe. It is American currency that is used as a medium of ex- 
change between France and Germany, between Germany and Russia, 
between the Scandinavian countries. 

Senator Carenart. The best example of that is Venezuela, which 
gets all her currency in dollars. Brazil buys oil from Venezuela, 
about $400 million, and she pays in American dollars. Venezuela 
will not take anything else. 


TRADE WITH FOREIGN COUNTRIES 


Senator Futsricut. It would be a lot better and, I think, healthier 
if those dollars got abroad by our buying something than by our giving 
money to nations abroad. 

The CHairman. I am not going to argue that with you. I am just 
saying that because a lot of people do not understand what we are 
doing, with this program, they think we are making a gift and getting 
nothing i in return. 

Senator Futsrient. Our high-tariff people want to give away our 
money and use the argument it will help our business. 

It think a much better w ay is to let foreign nations sell us some- 
thing that will help our business. It is a much more normal and 
healthier way. 


TRADE WITH JAPAN 


Mr. Moyer. Of course, that is an important reason for this whole 
policy; that Japan must buy from us, and if we are not willing to 
let her sell goods that she can produce competitively—she should have 
that opportunity. 


Senator Futsricut. We should permit them to sell us something, 
should we not? 
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Mr. Moyer. Currently they are buying from us substantially more 
than we buy from them. 

Senator CaPeHart. What he means is that our imports from Japan 
are less than our exports to Japan. 

Mr. Moyer. That is correct. 


REASON FOR INCREASE IN AMOUNT REQUESTED 


Now, illustrating the difference between the situation in the Far 
Kast that I have mentioned and the present, for the program during 
fiscal year 1953, for all the types of programs in all these countries 
in which we are now giving assistance, the total made available was 
$363.3 million. For fiscal year 1954, including the iw milton direct 
iorces support in Indochina, it totals approximately $1.2 billion. 

Now, of course, the reason for this is that onatiaie an happened 
in the Far East in the meantime, and that something is that war has 
inserted itself into the picture. World communism now is turning 
its focus on the Far East, and the military aspects are becoming im- 
portant. I would like to comment on that because so large a part of 
what we are doing in economic aid is in support of military efforts. 


ECONOMIC AID GOING TO BUILD UP MILITARY STRENGTH 


More specifically, in the 1954 program, approximately 95 percent 
of the total funds are going for three countries in which military 
considerations predomin: ite. There is some technical cooperation 
in the programs, but this figure gives a good idea of how important 
the military aspect is in our economic program. 

The CHarrman, I think, sir, that there again there should be 
clarification. 

The average citizen thinks, “Well now, why are we giving economic 
aid?” He says, “We can understand why we are building up their 
military strength because that is in the interests of our defense.” 

If you say that 90 percent of this economic aid is really supple- 
mental military aid, people will more readily understand it. 

Mr. Moyer. [ would like to elaborate on that. 

The CHarrMAn. Yes. 

Mr. Moyer. And I might use Formosa as an example because it 
is a country that I am most familiar with, but the same principles 
apply elsewhere. 

There is on Formesa a military force that we know about. To 
make effective fighting forces, they require two types of things: One 
is the military end items, the hardware, and training. These are being 
given eae the military program. 

They also need a second type of thing. They require clothing, their 
trucks require petroleum, gasoline, and oil; they require airfields, 

naval bases, and a whole host of things which are not military end 
items in character. These are types of items which enter into ordi- 
nary trade. 

By general understanding, this type of item comes in the program 
that I am talking about; that is one type of help given in this pro- 
gram that is needed to support the military effort. 

Beyond that, if the forces are to be able to operate effectively they 
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have to have barracks, roads, bridges. More than that, the budgets 
of these countries cannot support 


DIRECT FORCES SUPPORT 


Senator Carenarr. Mr. Chairman, may I ask, does your $385,- 
300,000 figure include the barracks and the airfields and the roads? 

Mr. Moyer. Yes, sir. 

Senator Carenarr. It includes that? 

Mr. Moyer. Yes, sir; that is in what we call the direct forces sup- 
port item. 

Senator Carpruarr. You are getting aw*ully close to military items; 
are you not ¢ 

Mr. Moyer. It is economic support to the military effort, but it 
deals in items which are civilian-type commodities, and which relate 
to the government budget of the country. For that reason it has been 
determined that they should be in the part of the program I am 
talking about 

Now, beyond that, and Formosa also is an example, although it is 
equally true of Korea, they cannot support out of their own resources 
the local expenses incident to these forces so that we provide out of 
counterpart funds a very substantial sum of money, partly for proj- 
ects which our own militar Vy mission is sponsoring and cooperating in, 
partly for projects that the Chinese Government itself is supporting, 
hut which have the approval of our military mission. 


USE OF COUNTERPART FUNDS 


The Cuarrman. What counterpart funds do you use? 

Mr. Moyer. A very large part of the funds for the program in 
Formosa are used for the importation of salable commodities. 

During the current 1954 program, $49 million out of almost $82 
million are going to finance imported commodities which are counter- 
part-generating. 

In 1955, the fiscal year 1955 proposal, it is around $40 million, and 
it is the counterpart generated from these funds that we are talking 
about. 

The Cuarrman. Then you are using the Nationalist currency ? 

Mr. Moyer. Yes, sir; that is right. 

The Cuatrman. You do not use any of that in Korea? 

Mr. Moyer. Yes, we do. 

The Cuatrman. Chinese Nationalist currenc¢y ? 

Mr. Moyer. No, we use Korean local currency. The counterpart 
fund, of course, is always in the currency of the local country. 

The Cuamman. Then the counterpart expenditure is in addition to 
the amount we have appropriated; we get counterpart currency by 
selling the countries commodities in exchange for their own cur- 
rencies? 

Mr. Moyer. That is right. You get two uses out of these funds. 
For one thing, the country needs the commodities, the mills need the 
cotton, the farms need the fertilizer, and so on down the line. Unless 
there is a reasonably adequate supply of the essential commodities 
prices would quickly skyrocket, and inflation would be much worse 
than it is. 
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On the other hand, they set aside and deposit to a special account 
the equivalent value in local currency of the commodity imports, 
financed by FOA. These funds, the counterpart funds, are used for 
other purposes. 

Senator Carruarr. That is where you get your counterpart funds? 

Mr. Moyer. Yes, sir. 

Senator Carenart. In other words, you give the goods to the gov- 
ernment and the government, in turn, sells the goods to the people 
in the currency of the country. 

Mr. Moyer. That is right. 

Senator Carenart. And then you get that local currency for use, 
do you? 

Mr. Moyer. We determine its use by mutual agreement. 

I ought to qualify to some extent what I just said. Goods do not 
always go directly to the government; sometimes the government 
issues import licenses for commercial procurement, and we encourage 
that to the extent possible, that is, importation through normal com- 
mercial channels. But then, whoever does the importing will deposit 
with the government the local curreney equivalent of the foreign ex- 
change received to purchase the goods imported. 


PROBLEMS OF THESE COUNTRIES ARE MORE THAN MILITARY IN NATURB 


Now going to the question that Senator Smith raised this morning 
about the adequacy of what we are doing in technical cooperation, 
our programs do give recognition to the reality that the problems of 
these countries are more than military in nature. 

I was on Formosa at a time when we were afraid it was going to 
fall to the Communists by military action, and I think I have a sense 
of the importance of the military, but I also firmly believe in the 
importance of this other aspect of the problem. The struggle in 
which we are engaged in Asia is more than a military struggle. 

It is certainly in part a struggle in the realm of ideas, and one of 
the important fields in which it is going on is in the economic field. 

We are in competition with communism, and the Communist way 
of handling economic problems. 

Senator Capenartr. Could I ask you this question ? 

Mr. Moyrr. Yes, sir. 


POSSIBILITY OF FORMOSA BECOMING SELF-SUPPORTING 


Senator Carrnart. Do you think Formosa can and will support a 
government and become self-supporting in the future? 

Mr. Moyer. Part of our current program on Formosa is directed 
at helping them to increase their capacity for self-support. 

It is my judgment, assuming no expansion of the forces, and assum- 
ing a condition in which it is mainly maintenance that is required, 
that they can become very much closer to self-support than they are 
at present. 

Senator Capenart. Could you answer my question either yes or 
no? Can they become a self-supporting government ? 

Mr. Moyer. With the resources available, only the resources avail- 
able to them on Formosa, I would say no. 

Senator Smirn. Their rice crop will not carry that. 
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Mr. Moyer. No, sir. There has been considerable increase in the 
production of rice. Unfortunately, population also is increasing 
rapidly. As compared to somewhere around 7 million population 
before any substantial numbers moved from the mainland, there now 
is in the neighborhood of 10 million; that is a very large percentage 
increase, 

They still are exporting, and they are a rice surplus country. Last 
year also, they exported around 800,000 tons of sugar, and they export 
tea, fruits, bananas, oranges, and so on. With help in the part of 
our program aimed at increasing their industrial production they are 
going to make more progress. But the island is just too small and 
the expenditures are just too great, in my judgment. 


TECHNICAL COOPERATION PROGRAMS 


Now, Senator Smith asked this morning whether we are doing as 
much in this technical cooperation field as we might profitably do, 
and I would like to say, first, that the program of each country in 
this area has a technical cooperation component. 

In the case of Indonesia and Thailand and in the Philippines, it 
is largely a technical cooperation program. But in Formosa, we 
also have an important technical cooperation program, in the JCRR 
program there. Likewise in Indochina and in Korea. 

In each of these countries, I think that we are putting into this 
type of preven about as much as we can do soundly at the present 
time. We find there are limitations. The absorptive capacity is 
limited, for several reasons: one is the amount of local currency. We 
provide certain amounts of supplies and so on to go with the tech- 
nicians, but constructive projects involve a much larger expenditure 
of local currency on the part of the cooperating country. With very 
tight budgets, what they can do is limited. 

They are also limited in the competency of their organizations. 
They are not well organized to move rapidly in some of these pro- 
grams; likewise. there are personnel limitations. 

In the Philippines, we have been slightly reducing our program, 
until this year, simply because we did not believe that. we could use 
effectively larger amounts of money. We think next year, with the 
Magsaysay regime and a change in the situation, we can effectively use 
a somewhat larger sum. 

In Indonesia, of course, the program has lagged very badly. One 
way in which we can help is by providing additional funds, develop- 
ment assistance funds, particularly in the Philippines. We think that 
by helping out with funds supplementing the work of our technicians, 
we can make substantially greater progress; but for technical assist- 
ance in the purer sense, limited to technical personnel with only 
limited supplies and equipment, we believe we are putting in about 
as much as can be effectively absorbed. 

The Cuarrman. Have you figures on the amounts for technical for 
the respective areas / 

Mr. hari, Yes, sir. 

The CuHarmman. Have you given that in your testimony ! 

Mr. Moyer. I have not; but I have the figures here. 

The Caarrman,. I wish you would put them in quickly. 
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Mr. Moyer. Right. For Korea, a total of $241.5 million. I am 


giving now the fiscal year 1955 proposals. 


KOREAN ATTITUDE ON TECHNICAL ASSISTANCE FUNDS 


The CHarmman. What is the situation in Korea with respect. to 
technical assistance funds? 

Mr. Moyer. President Rhee would like to have these funds turned 
over for his administration without very many strings attached. 

The Cuarrman. We are now administer ing them ? 

Mr. Moyer. Yes, sir. 

Senator Smiru. Tyler Wood is still there ¢ 

Mr. Moyer. Yes, sir. 

Senator SmirH. He was head of it when I was there. 

( Discussion off the record.) 

The Cuarrman. Then President Rhee thinks the funds should be 
turned over directly to the Korean Government ? 

Mr. Moyer. It has been his consistent position, and he still main- 
tains it. In this report the other day, he makes the point that if we 
turned the funds over to the Korean Government, we would not have 
all the overhead administration expenses which go with our ad 
ministration of them. 


ADMINISTRATIVE EXPENSES IN KOREA 


The Cuatrman. That brings up another question. What will be 
the administrative costs? 

Mr. Moyer. Mr. Murphy, will you answer that? 

Mr. Murpny. In fiscal year 1954 the administrative expenses, sir, 
of the $200 million will be less than $400,000, and in fiscal year 1955, 
the administrative expenses will run approximately $214 million for 
a combined organization. 

The CHairMan. What do you mean, combined organization ¢ 

Mr. Murpeuy. Well, there is a possibility that sometime during fiscal 
year 1955, the KCAC organization, which is the Korean Civil Assist- 
ance Command, and Mr. Tyler Wood's organization might be amalga- 
inated, and if that were to happen, we estimate the cost might run as 
high as $214 million. 

The CuHarrMan. Why should there be the increase from $400,000 to 
$214 million ¢ : 

Mr. Murrny. Well, the Korean Civil Assistance Command costs 
in fiscal year 1954 are not included in the $400,000, sir. You see, that 
is basically a military organization at the moment. It consists of a 
large number of uniformed personnel, and if this amalgamation takes 
plac e, those military personnel would be phased out gradually, and 
civilian personnel would replace them. 

The CuaiMan. In other words, you will not spend as much in 1954? 

Mr. Murrny. No,sir. You see, we really did not get any agreement 
with Korea about the aid program until about the middle of December. 

The CuHamman. Why not put in the record not the amounts to be 
spent on administration but the percentage of administrative costs to 
particular programs. 

Mr. Morrnuy. Yes, sir. 
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KOREAN ATTITUDE ON TECHNICAL ASSISTANCE FUNDS 


The Cuatrman. I would like to have inserted in the record a state- 
ment on the administrative situation with respect to the funds for 
Korea. The answer seems to be that, first, President Rhee would like 
to administer the funds; second, he claims that the administration 
over there is competent, and that there are no leaks or dissipation of 
the funds; is that correct ? 

Mr. Mureny. Yes, sir; that is correct. 

The Cuairman. If the operating costs of the Korean program are 
such a small percentage that they compare well with any business ad- 
ministration, I would like to know it. 

Mr. Murruy. We will insert a statement, sir. 

(The information referred to follows:) 

In fiscal year 1954 the administrative costs will amount to less than $400,000, 
or 0.2 percent; in fiscal year 1955, if KCAC, presently administered by the Depart- 
ment of the Army, is included in an integrated operation, total administrative 
expenses will be less than $2.5 million, or 1 percent of the total program proposed 
for fiscal year 1955. 

CONTRIBUTION FOR UNKRA 


The Cuatrman. All right; carry on. 

Mr. Moyer. I would like to add? explaining that the amount I have 
given for Korea, $241.3 million, includes $11.3 million as a part of 
the United States contribution to the United Nations Korean Recon- 
struction Agency program, the UNKRA program; but that in addi- 
tion to these new funds, it is requested to carry over and to utilize 
in fiseal year 1955 the anticipated unobligated balance of the fiscal 
year 1954 appropriation, whieh is presently estimated at $10.7 million. 

This would make a total proposed United States contribution to 
UNKRA in fiscal 1955 of $22 million. 

The Cuarrman. All right. 

What is your next territory ? 


FUNDS REQUESTED FOR FORMOSA 


Mr. Moyer. The Republic of China on the Island of Formosa, and 
our request for that is $90 million. This includes $25 million which 
General Stewart has been talking about, the direct forces support 
item, for items like petroleum products, airfields, naval bases, and 
that kind of thing. 

The Chairman. For what will the balance of the $90 million be 
spent ? 

Mr. Moyer. The bulk of the remaining $65 million is for mutual 
defense support types of activity of the kind that I mentioned earlier. 

There is a small technical cooperation component, of about $214 
million—$2.4 million—but I should add that the technical cooperation 
program also is benefited by counterpart funds, a substantial amount 
of counterpart funds, which go to local support for these types of 
activity. 

FUNDS REQUESTED FOR THE PHILIPPINES 


For the Philippines we are requesting $20 million this year, as 
compared to $15 million last year. The reason for the increase is 
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our belief that, under the new administration in the Philippines, 
effective use can be made of this amount for building up internal 
strength. 

In general, the economy of the Philippines is on a fairly stable basis, 
but that was not true 2 or 3 years ago, and many of the problems have 
not yet been dealt with ina fundamental manner. 

In the meantime the Philippines is playing an increasingly im- 
portant role in that part of the world, and, in order to prepare them 
for such leadership, we believe we should take advantage of the present 
favorable conditions to help them develop more stable internal 
conditions. 


FUNDS REQUESTED FOR INDOCHINA 


Then there are Vietnam, Cambodia, and Laos, for which the sum 
of $25 million is proposed. That was estimated at a time when condi- 
tions were different from conditions as they now are, and under 
different assumptions. 

We had an illustrative program using that amount. As conditions 
developed, and changes occurred in Indochina during the past 6 
months, we have been shifting the emphasis more from the Sane 
range ordinary technical cooperation type, with aid in the construc- 
tion of roads and so on, to activities which are more directly tied into 
the military situation. These activities include helping resettle dislo- 

cated people, organizing to meet immediate health and food needs 
of refugees, and soon. Naturally, we are not trying to predict what 
the future might be or how these funds should be used. 


NO FUNDS REQUESTED FOR JAPAN 


The Cnairman. How much money for Japan? 

Mr. Moyer. Nothing, sir. 

The CuarrMan. None at all? 

Mr. Moyer. General Stewart has the program in Japan; it is a 
military-assistance type of program. 

[ Deleted. ] 


UNOBLIGATED BALANCES 


The Cuarrman. That is military. 

Do you have any unexpended balances left over from last year ? 

Mr. Moyer. Our present estimates are that the amounts for fiscal 
year 1954 will be fully obligated by June 30, and soundly obligated, 
with details of projects well deve loped. 

The Cuamman. When you say “soundly,” you want to be a little 
more specific. Do they sound all right or are they all right? 

Mr. Moyer. I was not using the word in that sense, but what I 
meant was that we have been told of a fear that at the last minute 
our agency will attempt quickly to try to work up projects which will 
use up all that is left, whether those projects have been thought 
through adequately or not, or whether they will be successful or not. 

I merely wanted to say that that is not our policy, and that we are 
not proceeding on that basis. 

Senator Smirn. I am very glad it is not your policy, because criti- 
cism has resulted from just that sort of thing. I was in Burma, and 
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the President of Burma himself said of that they would like United 
States aid, but they do not want our personnel to come into their 
country and tell them what aid they want. If they wanted aid, they 
would ask for it. I am glad you said that you do not try to inv ent 
ways to spend money. We watch for that very carefully. 


PROGRAM IN INDONESIA 


Mr. Moyer. Yes, sir. 

When I arrived on this job last fall, in talking over various policies, 
that was one of the very first things which I discussed with the staff, 
and we have consistently been following that. 

I would like to point out in the case of Indonesia, however, that 
the program has lagged very badly for several reasons. There will 
be a large accumulation this last month, but it will not be on the basis 
of simply setting aside let us say $1 million for agriculture and $1 
million for health, and then deciding later how to spend it. 

Whatever is obligated will be on the basis of a specific project, for 
which all the details have been worked out and agreed upon with the 
Indonesians, 


FUNDS REQUESTED FOR THAILAND AND INDONESIA 


I did not mention two remaining figures in the total. For Thailand 
which is a technical cooperation program, we are requesting $5 mil- 
lion, and for Indonesia, also a technical cooperation program, $4 mil- 
lion. I would like to add this general comment: That these estimates 
we think, with the possible exception of one country, will be adequate 
to maintain reasonably stable conditions and rate of development, on 
the basis of present assumptions. If present assumptions change, 
particularly involving increased expenditures for military purposes, 
certainly in some countries these amounts would not be adequate. 


UNEXPENDED BALANCE IN KOREA 


The Cuatrman. Didn’t you have quite a large unexpended balance 
in Korea ? 

Mr. Moyrr. No, sir; that program has been moving much more 
rapidly since around the first of the year. 

The peak of our obligations for the large commodity import pro- 
gram was reached during the third quarter. The capital investment 
phase of it, helping them with power, with fertilizer manufacture, 
with railroads and mining, and so on, involving intensive engineering 
studies and contracts, have moved more slowly, but we have been 
working steadily on that since about February, and they are maturing. 
We expect that by June 30, practically all, if not all, of the funds 
will be obligated. 

The CuarrmMan. The funds for Korea are for reconstruction work, 
are they not? 

Mr. Moyer. Yes, sir; the Korean program is different in that re- 
spect. It carries the title of relief and rehabilitation. 

In addition to the factor of supporting their large armed forces, 
giving economic support to the large military forces, there is a relief 
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and a rehabilitation aspect. General Marquat and Mr. Hall were 
introduced this morning, and have certain responsibities in those 
fields, and I am sure will be glad to answer any questions. 

The Cuamman. Where do their funds come from ? 

Mr. Moyer. General Marquat ? 

General Marquart. We had a CRIK program in 1954, sir, which 
was a military appropriation, including carryovers. |Deleted.| In 
the 1955 appropriation that will be included in the FOA budget 
request, and it amounts to a total of $27 million under a title of 
general community and development projects. 

It is to prevent starvation, disease, and unrest on a special indigent 
segment of the population of approximately 2 million people. 

These are the people who are displaced persons, for whom the sover- 
eign government does not accept responsibility. The government 
claims they are displaced by the war, and until their own people are 
taken care of, it remains a military responsibility to administer to this 
particular segment of the population. 

The funding, however, is being taken over by the FOA, and the 
application of the commodities is being coordinated by FOA by Mr. 
Wood personally in order that there are no duplications or are no 
losses. 

I think that is a brief description of what this emergency relief 
program is. 

The CHamman. There are a lot of private charges, too, are there 
not ¢ 

General Marquat. A great number of them, yes, sir. 

Then there is an armed forces assistance program for Korea which 
is maintained by the Eighth Army, originally created by voluntary 
contributions and now funded in the amount of approximately $15 
million for the past year from the CRIK budget, civilian relief in 
Korea, military budget, and it will be funded in the next year in the 
amount of $5 million from the FOA budget that will be considered 
in connection with this authorization. [ Deletion. | 

The Cuarrman. All right. 

Is there any other information you want to give us, Mr. Moyer? 


SEEKING NEW APPROACHES TO PROBLEMS IN FAR EASTERN AREA 


Mr. Moyer. I would just like, in conclusion, to add this thought; 
that we are not very happy with the prospect that we are faced with 
in this part of the world, and neither are the countries of the area. 

I think it is unfortunate that they do not have 50 to 100 years to 
go about their development in meeting their problems in their way 
and in their own good time. 

They cannot do that because of the need to (1) build up military 
forces in certain countries; and (2) to speed up beyond what they 
normally would. 

We are seeking new approaches to the meeting of these problems. 
The discussion earlier raised questions about what was being done by 
way of trade or in other ways meet these problems. They are under 
active consideration. 
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The economic problem of Japan cannot be overemphasized. The 
way to deal with it is not yet clear. The Department of State and 
its Embassy in Tokyo have been following this carefully over the 
past year and have been encouraging the Japanese to take what steps 
they ought to take to conserve their resources. They are considering 
and we are jointly considering in certain other connections what steps 
of a fundamental nature, not the application of aid, but of a fun- 
damental way through trade and other similar ways, might be taken 
to meet these problems. 

We are alert to the situation and to the need to attempt to handle 
the problems unhappily thrust on us all through some of the more 
normal approaches. 

The solutions are not to be easily found. In the case of Japan part 
of the difficulty, of course, is that reparation agreements have not 
yet been worked out. 

As far as trading with Southeast Asia is concerned, they have not 
yet agreed on the reparations with the Philippines, or Indonesia, and 

surma, and that delays normal trade. 

As far as the mainland of China is concerned, the small amount of 
the present trade was pointed out this morning and, in my judgment, 
it will not form anything like the answer, cannot form anything like 
the answer, to Japan’s problem under present conditions. 

Red China will trade only in ways that are beneficial to Red China. 
It is a vastly different situation that Japan had before the war. If 
some miracle should happen and all the present tensions were relaxed, 
and we could go back to that kind of a situation, China would be very 
important in the Japan picture. 

As things are now, I do not see it being that way, but I would just 
like to leave this word, that we are thinking very much about these 
approaches. Various specific proposals are being examined. 

We are not vet at the point of bringing many of them to a head, 
but it is a part of our thinking and a part of the planning to handle 
these problems as time goes on. 

The Cuarrman. Senator Smith, any questions ? 

Senator Smrru. No, I have no further questions. 

The Cuarrman. Senator Hickenlooper? 

Senator Hicxentoorer. I have no questions. 

The CHarrMan. Tomorrow, gentlemen, we meet to hear the testi- 
mony in relation to the Near East, and I hope we have good repre- 
sentation from the full committee. 

There is also one other witness in this area that we will listen to 
tomorrow. 

I want to express the appreciation of the committee for the very 
fine explanations that you have given. 

I might say to the members ‘of the committee that I hope we can 
close the hearings this week. 

Again I want to thank all of you. 

(Whereupon, at 5:20 p. m.. the committee adjourned to reconvene 
at 10 a. m., Wednesday, June 16, 1954.) 
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WEDNESDAY, JUNE 16, 1954 


Unrrep Stares SENATE, 
CoMMITTEE ON Foreran Reiarions, 
Washington, D.C. 

The committee met, pursuant to recess, at 10: 10 a. m.. in the Foreign 
Relations committee room, United States Capitol Building, Senator 
Alexander Wiley (chairman) presiding. 

Present : Senators W iley, Smith of New Jersey, George, Green, Ful- 
bright, Sparkman, Gillette, and Mansfield. 

Also present: Glen A. Lloyd, Deputy to the Director, Foreign 
Operations Administration; F. E. Nolting, Jr., Special Assistant to 
the Secretary of State; Clive DuVal, Assistant General Counsel, In- 
ternational Security Affairs, Office of Secretary of Defense; John 
Murphy, Controller, Foreign Operations Administration; Robert 
O’Hara, Budget Advisor, Office of Military Assistance, Office of Secre- 
tary of Defense; Richard Crawford, Statistical Advisor to Office of 
Military Assistance, Office of Secretary of Defense; Henry A. 
Byroade, Assistant Secretary of State for Near Eastern, South Asian 
and African Affairs; Norbert Anschultz; Louis E. Frechtling, Office 
of the Special Assistant for Mutual Sec urity Affairs, Department of 
State; John D. Tomlinson, Office of the United Nations Economic and 
Social Affairs, Department of State; Norman Paul, Regional Direc- 
tor for Near East, Africa and South Asia; Richard Lippincoff, Pro- 
gram Director, Near Eastern Affairs; John Ferris, South Asian Divi- 
sion; Maj. Gen. George C. Stewart, United States Army, Director, 
Office of Military Assistance, De partment s yi a ig. Gen. Sam 
C. Russell, Chief, Foreign Aid Division, G4; Col. J. H. Caughe vy; 
United States Army, Chief, Special Prolects Wea Office of Mili- 
tary Assistance, Department of Defense; Capt. W. S. Rodiman, 
United States Navy, Chief, Foreign Military Assistance Branch, 
Office of Chief, Naval Operations; ‘Col. Charles R. Heffner, United 
States Air Force, Assistant for Mutual Security, Office of Deputy 
Chief for Materiel Supply, United States Air Force; Lt. R. B. Ander- 
son, United States Navy, Security Officer, Special Projects Branch, 
Office of Military Assistance, Department of Defense; George Denny, 
Assistant to Assistant General Counsel, International Security Af- 
fairs, Department of Defense; E. J. Finkel, Treasury Department. 

The Cuatrman. The committee will come to order. 

As I understand it, this morning we are going to have testimony on 
the Near East, South Asia, and Africa. 

The first witness is Henry Byroade, Assistant Secretary of the De- 
partment of State for Near Eastern, South Asian and African Affairs. 
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Will you carry on and bring into this picture that is sometimes con- 
fusing and dark, a little light. We will appreciate it, sir. 


STATEMENT OF HON. HENRY A. BYROADE, ASSISTANT SECRETARY 
OF STATE FOR NEAR EASTERN, SOUTH ASIAN, AND AFRICAN 
AFFAIRS, ACCOMPANIED BY MAJ. GEN. GEORGE C. STEWART, 
UNITED STATES ARMY, DIRECTOR, OFFICE OF MILITARY ASSIST- 
ANCE, DEPARTMENT OF DEFENSE 


Mr. Byroape. Mr. Chairman, I am here to support the request of 
FOA and the Defense Department for assistance to the Middle East 
and Africa and South Asia. This is a troubled part of the world yet, 
I believe, Mr. Chairman, that we can report some progress to you since 
we came here last year. I think part of the progress we made in this 
area no doubt is due to the tools that you gave us last year, in funds, 
with authority to negotiate with governments in military and economic 
fields, and particular ly the flexibility that your legislation gave us last 
year. If there is any one point I wish to stress in this hearing, it is 
the desirability of having flexibility in the hands of the President, to 
meet situations as they arise in the fluid parts of the world. I think I 
can prove by example that has been in the United States’ interest. 

While I say we can report some progress, I also have to tell you 
of perhaps some failures and of some dangers in the Middle East which 
should concern us all. 

The Cuarrman. Do you want to emphasize the word “some”? 

Mr. Byroape. Yes, sir. 


FIELDS OF PROGRESS IN NEAR EAST 


On the positive side, progress in some fields has been faster than we 
had hoped for. We have had the extremely encouraging develop- 
ment of the Turkish-Pakistan arrangement in the Middle East. This 
is an example, I think, that proves “that building points of strength 
produces other points of strength, and you start something that is 
rather contagious. Our efforts in Turkey and Greece are well known. 
I would say they have been a tremendous success. 

Those countries feel stronger and we have on the one side arrange- 
ments firming up in the B: kan area among Greece, Turkey and Yugo- 
slavia as an example of the spreading confidence and determination 
to resist aggression. You have from the same point strength spread- 
ing the other way out to Pakistan. I think the example of Pakistan 
standing up and being counted as to how she felt about the world 
situation and the alinement of her foreign policy is extremely encour- 
aging. I think Pakistan inherently has what it takes to play a big 
role, “Mr. Chairman. I think that it is imperative that we so conduct 
ourselves that Pakistan will feel that she has made a wise decision. 

This beginning of a new grouping of Turkey and Pakistan is creat- 
ing attractions, and we hope that that will grow and that we can get 
across the Middle East what we call the northern tier arrangement 
which will be an effective thing for the future. 

We have been extending military assistance for a number of years 
to Iran, I think with benefit. We have now made an agreement with 
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Iraq, so that in these countries contiguous from Turkey to Pakistan 
the United States has working arrangements with those governments. 

The Cuarrman. Have those three gotten together ¢ 

Mr. Byroapre. Turkey and Pakinstan have, of course. Iran and 
Iraq are not a part of that regional arrangement. 

Could I go off the record on that a minute ¢ 

(Discussion off the record.) 


IMPROVED SITUATION IN IRAN 


Mr. Byrroape. Again I can report a much better situation in Iran 
than when I was last here a year ago. The government that came into 
power there has maintained st: ability, and is negotiating in earnest 
with an international oil consortium at this time. The members of 
that oil consortium are today in London speaking to their parent 
companies. They will go back to Iran at the end of this week. We 
feel that within the next 30 to 60 days there will be a resolution of 
that problem one way or the other, and we feel that the chances are 
in favor of a settlement. 

When I spoke about the importance of flexibility that you gave us 
last year in legislation, I had in mind, among other things, Iran. 
We had appropriations for the area at the disposition of the President, 
und when there came into being in Iran a government that appeared it 
could maintain stability and “would be realistic about an oil settle- 
ment, it was in our interest to support that government, because when 
it came in the coffers were absolutely empty. 

I do not see, even with the best effort and will in the world, that 
that government could have succeeded, could be in power today, but 
for the extraordinary assistance that was given immediately by this 
Government. I think that is going to prove to be a very worthwhile 
thing because I think it is going to bring an oil settlement, and I 
helieve with that, one of the most dangerous sources of instability in 
the Middle East will disappear. When Iran gets back her oil re- 
sources, I am sure she will devote them wisely to the development of 
her country and the provision of a certain amount of military 
strength. 

BETTER CONDITIONS IN EGYPT 


I think certainly we can report the situation in Egypt as being better 
than it was a year ago. It is unfortunate that this problem has 
dragged on the way it has. But the R. C. C. government in Egypt 
has maintained stability, has not lost the purposes of the revolu- 
tion as far as bettering the life of the Egyptian people is concerned, 
and I believe that we are very close on this one to a resolution of the 
problem. 

(Discussion off the record.) 


INCREASED TENSION IN ARAB-ISRAELI DISPUTE 


Mr. Byroapr. The one place I cannot report progress is in the 
Middle East on the Arab-Israeli situation. 

There in the past year tensions have risen along the border and there 
has been an increase in the number of people killed along the borders. 
We are trying to do what we can in the United Nations and we are 
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also working outside the United Nations on this problem, but we have 
not been able as yet to be effective in stopping infiltration and the 
policy of ret taliation and the murders that go with those two things. 

This brings us to what I see is the gre: test danger in the Middle 
East, because I believe the Security Council of the United Nations, 
much as we deplore the fact, will be more and more ineffective in 
helping on this problem. Russia has since 1948 up to a short time 
ago not taken an attitude on the United Nations on this problem that 
has been a destructive one. We now think that is the case. She has 
vetoed the last two items before the Security Council on this subject. 
I think she is trying to make the Arabs believe that she is coming to 
their rescue as the true friend of the Arab State against Israel. I 
think her real motive is to prevent the Security Council from any 
constructive action to keep down tensions on this situation, because 
I believe she thinks that these things are to her advantage. This poses 
a great problem for the United States. If Russia adopts this course 
and can conduct a foreign policy without a conscience, it can have a 
great effect of deluding people in the Arab world that their real 
friend is Russia, when we know Russia’s purpose is something else. 

Turning to South Asia, I have spoken about Pakistan and that our 
course of action should be such as to make Pakistan realize that it 
really has been to her benefit to join up with the West. 

We have no specific military program to put before you. The 
survey team is back. General Stewart will talk about this. We 
feel that within the funds asked for the program can be launched. 
But next year we certainly have every intention of giving you a specific 
request on Pakistan because this must, to be effective, be a continuing 
program over a matter of years. 


CONTINUED AID TO INDIA 


The Secretary included in his testimony before you the desirability 
of continued ajd to India, which we feel strongly about. I realize 
that everyone, including myself, has feelings about some of our differ- 
ences of foreign policy with India. Nevertheless, I believe the Secre- 
tary is absolutely right when he states that we must adopt the posture 
before the world where we can accept diversities. What happens in 
India within the next 10 or 20 years is of tremendous significance to 
this country. They have there a true democracy. Internally they 
are doing a very good job in the development of their country. It is 
inspiring to see. “We have on our side an opportunity to help people 
such as we never had in China. We never had the machinery and 
assistance of a type that would get to people. If you agree to give 
us these funds, we can be at our maximum effectiveness in India, I 
would say, during this next year. 

I believe the Indian people and the Indian Government appreciate 
our assistance. I think they are using it wisely. The Secretary has 
talked about the struggle on the continent of Asia between the system 
of India and the sy stem of Red China. India is determined to win 
this battle on her own. I think it can be more certain with our help. 
I think she will make the maximum try without it. Nevertheless, 
the opportunity seems to be there to be quite effective with the people 
of India and also to prove to the world that this country has not 
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decided that our only solution of the world’s problems is the creation 
of military strength. We here know how foolish that is, but in parts 
of the world they are fed with propaganda that causes people to ques- 
tion us. I think continuation of aid to India will do quite a bit in 
Asia under present conditions to give a lie to that propaganda. 

Mr. Chairman, I could amplify and ramble on quite a while here. 
I thought you would like to see some of the political background for 
our appropriation requests. 

Mr. Paul of FOA and General Stewart are far better qualified to 
give you exactly what we accomplished last year and what we hope 
to accomplish next year by way of specifics. I will certainly be glad 
to try to answer any questions I have that you may have. 


ARAB-ISRAELI DISPUTE 


The Cuamman. Tell us a little more about this terrible friction 
between the Arabs and the Israeli there. From your own statements 
I agree that that is pretty critical and liable to explode at any time. 
Is there any tendency for Egypt to ease her treatment of the Israeli? 
They have created barriers in trade relations especially on shipments 
through the Suez Canal. 

What is the situation in relation to arms to Iraq ? 

If the so-called Northern Tier are joining together are we adding 
to the situation because the Iraqi and some of those folks have made 
some pretty explosive statements? 

Mr. Byroape. I realize, Mr. Chairman, that they do make explosive 
statements, and it makes it much harder for us to deal effectively with 
this part of the world. I think we have to look behind each state- 
ment to see how much it is a question of domestic politics. We have 
in the case of Iraq an agreement which contains all of the guaranties 
against aggression that all of our agreements contain. It contains 
one other provision : 

Such assistance will be provided subject to the provisions of applicable legis- 
lative authority and will be related in character, timing, and amount to inter- 
national developments in the area. 

Of course, that refers among other thing to tensions among the 
states of the area themselves. We wouldn't conclude an agreement 
with Iraq if we mistrusted her on this score. We don’t have the 
slightest doubt that Iraq will not attempt aggression in the area. 
We don’t believe her attentions are focused in that direction. We 
believe that she sees more than some of the states farther south and 
farther away the same dangers we do. She has been very concerned 
about the situation to the north. She has been concerned about the 
east, because in the period we have gone through in Iran no one could 
be sure that Iran might not lose its independence. 

Those are the things that are worrying the Government of Iraq. 
They have made recently, a determined effort in their own country 
to show what the Communist menace was. This is a new develop- 
ment. I think it is partly because of their increased confidence that 
with our help they do have a chance of maintaining their independ- 
ence against the same enemy that we see. 

I realize that this move has caused fears in Israel. To my mind 
those fears are unfounded fears, yet I can understand that those fears 
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would be there. They are partly due to the great distortion that has 

been placed upon this matter in the Israeli press itself, as to the 

terrific magnitude of weapons we plan to give to Iraq. With the 
matter handled in that way, that has not eased her fears. 

I think the United States must be determined to follow through 
under the Tripartite Declaration to insure that there is not aggression 
of the type that would seize and hold territory, and it must not 
succeed. That must be our determination. I think that is a deter- 
mination of other great powers and I cannot conceive under those 
circumstances that anyone in the area would be foolish enough or 
think it in their own interest to attempt aggression against another 
country. 


INDIAN ATTITUDE TOWARD UNITED STATES——-PAKISTAN AGREEMENT 


The Crarrman. There has been considerable talk of the inadvisa- 
bility of the agreement with Pakistan because of the attitude of India. 
Our doing so “has created a feeling against us in India that is very 
serious. Our policy, as I understand it, would create a barrier r among 
the northern countries. Am I correct in that? 

Mr. Byroapr. Yes, sir. 

This was a difficult problem for us, one of the most difficult I think 
we have had. There is no doubt that. India was quite concerned, 
deeply concerned over this move of the United States. The decision 
that was finally made, I am sure, will prove right in the long run, 
and I believe that the effect on India is perhaps not as serious as some 
had thought it might be. I believe that the more India recognizes the 
character of our assistance and the nature of the relations between 
us and Pakistan and between Pakistan and Turkey, the less she will 
be concerned. Because there was considerable distortion in India 
as well as to what the motives were. 

I don’t believe it could be in the United States’ interest to turn 
down a country that publicly places herself on record with us, stra- 
tegically located, with good manpower, with a determination to main- 
tain its independence, when it asks for assistance, and I think if one 
lets the feelings of another nation stop us from a response such as 
that, we have lost a lot in this world. I believe the move will turn 
out to be right. 

SPECIFIC FUNDS REQUESTED 


The Cuairman. Do you want to tell us definitely the amounts that 
you suggest for these various areas? 

Mr. Pauw. The total amount for the area is $569 million which is 
broken down as follows: $181.2 million for military assistance, and 
that is primarily, of course, for Greece and Turkey. The Pakistan 
amount is covered in funds already appropriated, but for which a 
carryover is requested. 

General Stewart can fill in on the country details. 

Mutual Defense support, which is a fund for Greece and Turkey 
economic support for their military efforts, is $61.9 million. 

Direct forces support is $25 million. That is the figure on assistance 
to Turkey which is in the form of items which are of a civilian type, 
but which are directly needed by the Armed Forces, such as POL, 
aviation gas, and so forth. That is all for Turkey. 
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In the technical cooperation field we are requesting $66 million 
for the entire area spread over 14 different countries. In develop- 
ment assistance, which is the shorter run economic assistance, we are 
requesting $235 million for the whole area. 

The Carman. What is that for? 

Mr. Pav. That is development assistance, economic aid to coun- 
tries in the Near East and south Asia. I can give you a breakdown 
on that one, Senator Wiley; $130 million of “th: at is for the Near 
East. That is principally for Israel, Iran, and the Arab states. The 
remainder of $105 million is for south Asia, and that is proposed 
for India and Pakistan. That totals the $569.1 million, sir, that is 
in the request for fiscal 1955. 

If it will help you, the amount for similar types of assistance in 
this area programed during 1954 was $885.7 million, as is shown in 
the presentation books which you have. This is a rather substantial 
reduction in that amount. 

The major portion of that is in the reduction of the military aid 
request. 

FLEXIBILITY FOR NEAR EAST FUNDS 


Senator Smirn. Wouid you break down the Israeli-Arab figures? 
You said $130 million for that whole area. Can you break it down 
to Israel and the Arabs or do you leave it flexible ? 

Mr. ane We are proposing the fund be kept flexible, as it was 
last year. Our present best estimate contains a breakdown of that 
amount, ‘but we would like to keep it flexible, as we had it last year, 
in order to adjust to the situation as it develops, particularly in the 
Arab states, where political circumstances within the country and 
within the area have prevented us from getting started so far and 
to take care of emergencies. It is strongly worth while to continue 
that flexibility, as Mr. Byroade said. 

We can give you our present best estimate of the breakdown. It is 
in the classified book furnished to the members of the committee, but 
I could give you the Near East and Africa detail now. 

Senator Smiru. I would like to have it. (Deleted.) 

The Cuatrman. What are these amounts for? I didn’t get that. 

Mr. Pau. That was the breakdown of the $130 million figure for 
development aid to the Near East and Africa. 

The Cuatrman. Thank you. 

Senator Gillette. 

Senator Gitterre. What are the dependent territories in Africa? 

Mr. Pau. These are certain British territories such as Nigeria, 
and Somalia, which is an Italian dependency. 

Senator Giterre. The French area ! 

Mr. Pauu. Yes, sir. 

Senator Gitterre. The French and British colonial areas? 

Mr. Paut. Yes, sir. It is a very small-scale program spread over 
avery large area. Weare trying in Africa to get away from the rather 
large-scale type of assistance that had been furnished during ECA 
and Marshall-plan days and into a program that is more nearly like 
the point 4 technical cooperation concept. 

Senator Giiuerre. I didn’t want to take the time at this time, but 
it strikes me, and perhaps ought to be discussed by someone else, that 
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that type of aid to colonies will simply add fuel to the flame of pro- 
test that we receive relative to our position as to various empires and 
imperialistic regimes. It occurred to me that a continuation of that 
aid to dependencies would just give another opportunity for attack. 

Mr. Pavt. You mean an attack by the cobaeiahasese themselves ? 

Senator Gutterre. No, by those who are protesting that we are aid- 
ing imperialism or the remnants of imperialism. 

Mr. Pau. It is for that reason that we are trying to get at a tech- 
nical cooperation program which deals with the people of the area 
directly, as much as possible rather than just through the metropoli- 
tan areas through large-scale economic aid. 

Senator Gitterre. I didn’t want to raise the question now. I wanted 
to have the contemplated aid clarified. 


RESENTMENT OVER PAKISTAN AID 


Senator Smiru. I would like to ask Mr. Byroade a question. 

When I was in India, the Pakistan situation was being discussed. 
Mr. Nehru talked in no uncertain terms, and we talked to members 
of the Indian Parliament. They were insistent that any military aid 
given to Pakistan would make a real row. We went ahead, and I 
was in favor of that. It contributed greatly in that area. 

I wonder if since that develoned, the feeling against the United 
States in India has eased off. It was very bitter and we were threat- 
ened with dire things in case that went through. 

Mr. Byroapr. I think it has eased off. It is out of the press to a 
considerable extent. Nevertheless, I don’t think it is over by any 
means. I think there will be resentment among some groups of 
Indians for a matter of years over this. [Deleted.] 


THE KASHMIR PROBLEM 


Senator Smrru. Is there any betterment in the Kashmir row be- 
tween India and Pakistan? 

Mr. Byroave. Not basically on the political matters. There is some 
progress, I feel, upon the division of water in that part of the world. 
The World Bank has been working hard on that. They came up with 
a plan of their own which is before both governments. It is not 
accepted yet, but they are in the process of talking about the practical 
matters and are making, I think, some headway. 

On the political solution to the Kashmir problem, I would say that 
is no nearer than it was a year ago. 

Senator Smrrn. I suppose that, if it were ironed out, the resentment 
of our giving military aid to Pakistan and joining with Turkey in 
the Near East would be eased off. 

Mr. Byroapr. This would be eased off. 

(Discussion off the record.) 


PROGRESS IN JORDAN VALLEY 


Mr. Byroapg. As a the possibility of progress in the Jordan 


Valley development, I think some progress has been made. Eric 
Johnston is now in Cairo meeting with a committee set up by the 
Arab States of engineers and policy people to discuss the so-called 
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TVA plan for the Jordan. This was a plan that was drawn up b 
American engineers at the request of the United Nations. The Krab 
States have spent a good deal of time and effort on this plan and with 
all the tensions that are there, I think it is encouraging t ion they have 
come with countersuggestions, all of which are not accepts able by any 
means to us, but nevertheless it shows a spirit to attack the problem. 
These meetings will start today, I think. Mr. Johnston plans to go 
from there to Tel Aviv. I believe we are fairly close to the acceptance 
of a basic principle, which is what is really important here, and that 
is that there should be international control, international allocations 
of the waters of the Jordan. If we could ac hieve just that one prin- 
ciple, and these countries would turn to the Secretary General of the 
United Nations to set up and administer this principle, we would have 
gained acceptance of a very fundamental idea. 

After that, one gets to a question of just how much water each side 
gets. 

Senator Smrrn. Is there enough water in the Jordan to take care 
of the demands of both sides, assuming it is properly distributed ? 

Mr. Byroapp. No, sir. 

Senator Smirn. I heard there wasn’t enough water to deal with it 
so our Israeli friends are demanding first call on it. 

Mr. Byroape. The fact that there isn’t enough water is why this is 
really a source of great tension. If both sides could accept the fact 
that it needs international allocation, we would have removed one of 
the basic obstacles, because water is basic in that part of the world. 

If any more progress can be made at all, I think it is time for us 
to help start parts of this scheme. It is a long-term project. It 
doesn’t all have to be done at. once. There are parts of it which have 
benefits in themselves and will produce power, new lands for irriga- 
tion, and settlements for refugees. 

So I am more hopeful about this than I have ever been as of today. 

(Discussion off the record.) 


THE REFUGEE PROBLEM 


Senator Smirn. That couldn’t take care of the distressing refugee 

se rm could it? Does that project deal with the problem of the 
-alestine refugees ? 

Mr. Byroapr. Yes. It would provide new land for quite a portion 
of the refugees. This could take care of 150,000. 

Senator Smiru. How many are there altogether ? 

Mr. Byroape. There are about 800,000, but not all of them are in 
refugee camps. There are other projects that look rather encourag- 
ing. There is a project we have had real cooperation with on the part 
of Egypt down in the Sinai Peninsula. It is a project to syphon the 
waters of the Nile and create new lands there. That would take care 
of 80,000 refugees from the Gaza strip. We can go just as fast as the 
engineering can proceed. 

Senator Smrru. You would move on to the Nile Valley some of the 
Arab refugees ? 

Mr. Brroapr. They would be moved into Sinai on land irrigated 
by Nile waters. 

Senator Smirn.,.There was another project that former President 
Hoover suggested at the time of the Balfour Declaration, and that 





288 MUTUAL SECURITY ACT OF 1954 


was the possibility of developing the Tigris and Euphrates Rivers, 
which I see are almost entirely in Iraq. Whether we can develop 
those areas as a cheap way in the long run of dealing with the refugee 
problems and give homes to these people i is the question. 

Mr. Byroavr. A great deal of progress is being made in the Tigris- 
Euphrates Valley. Iraq is using its oil resources to good advant: age. 
They have a development board there on which an American sits and 
helps them on this problem. What little assistance we have put into 
Iraq has been matched dozens of times over by what they have done. 
Whether or not Arab refugees can settle in this valley is a political 
problem. 

(Discussion of the record. ) 


PERCENTAGE OF PROGRAM FOR MILITARY ASSISTANCE 


The Cuairman. What is the overall percentage of this $569 million 
which might be characterized as military assistance ? 

Mr. Paut. A little over 31 percent, Mr. Chairman, is direct military 
aid. That includes military hardware and training. 

The CHarrman. What balance have we from funds that have been 
expended in that area? Let’s go also to the other 69 percent, and give 
us a total in the whole program. Someone said that $9 billion total 
would remain unexpended on a worldwide basis. 

Senator SparKMAN. You referred to 69 percent, which would be 
the balance. However, that would include the direct-forces support 
and mutual-defense support. In other words, that is not wholly eco- 
nomic, if that is the division you are seeking. 


UNEXPENDED BALANCES 


The Cuairman. I want to see whatever we have unexpended in 
those two segments. If we have 9 billion unexpended in the overall 
program, a lot of folks say, why at this time come in and ask for 
two or three billion more. The answer should be very interesting 
if somebody has it. 

Mr. Paun. Mr. Murphy, the Comptroller of FOA can give you that. 

Mr. Mourrny. For mutual-defense and direct-forces support for 
Greece and Turkey, our estimate of the unexpended balance of June 
30, 1954, is $120.6 million ; on the special economic-assistance account, 
which is called development assistance, covering the $130 million which 
Mr. Paul earlier referred to for fiscal 1955, our estimate of unexpended 
balance as of June 30 is $48.1 million. There is also an item for India 
and Pakistan in which for 1955 we gave you a figure of $105 million, 
and from previous funds the estimated unexpended balance on June 
30 would be $65 million. 

On the military-assistance side, I believe Mr. O’Hara has that. 

General Srewarr. Estimated unexpended balance as of the 30th 
of this month for the Near East and Africa on military defense- 
assistance programs are $731,500,000. 

The Cuarrman. What does that cover? The Near East? 

General Stewart. Yes. 

Mr. Pauw. This is previously appropriated funds. It is straight 


military aid. . 
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General Srewarr. $731,500,000 unexpended from previous appro- 
priations. This is a matter which really deserves a special briefing. 
We have experts to put that on. There is a great deal of misunder- 
standing when you say that is unexpended. It is represented by a 
program most of them having been approved and presented here. 
We simply haven’t spent all that money yet. 

The CuarrMan. Have you obligated all of it? 

General Stewart. Not all of it. 

The CuairMan. There is going to be a special period set aside for 
it, Mr. Wilcox informs me, but that is the first thing that we should 
have taken up. I think it is all important that we have a summary 
of the unexpended balance situation. I don’t know how you are 
going to spend $9 billion between now and July 1955, Under those 
circumstances, what are you going to say to the American voter this 
fall? What are you going to say to the Senate in explaining the 
situation? I don’t know, gentlemen. 


METHOD OF APPROPRIATING FUNDS 


Senator SparKMAN. Well, I thought the Appropriations Committee 
was in the process of changing the system we have had from appro- 
riations to contract authorizations. Didn’t they start that last year? 
Has all this money been appropriated or is it in part listed under 
contract authorizations ¢ 

Mr. O'Hara. My name is O’Hara from the Office of the Comptroller, 
Department of Defense. 

The Congress some years ago abandoned or the Appropriations 
Committees both indicated that they did not want hereafter to grant 
the contract authority, that they would rather appropriate funds, 
even where those funds were to cover contracts, which payments 
were not to be made for several years. The Appropriations Committee 
of the Senate has reported a bill this year and there was some discus- 
sion on it yesterday, in which they are authorizing MDAP funds 
to be reimbursed to military appropriations at the direction of the 
Secretary of Defense at such time as the material is of the same type 
and character and bought from the same sources, material bought for 
our own defense establishments. That is designed to simplify the 
bookkeeping and accounting throughout. 


UNEXPENDED BALANCES EXPLAINED 


As to the amount of unexpended balance on which we hope to give 
you a very full picture worldwide, the reason for the amount that 
is retained is that it basically represents that part of the total program 
which has been approved, but has not yet been reduced to payment. 
Some of that has not been reduced to contract by this time and will 
not be by June 30. It is earmarked, however, for these things that 
are shown in the books. These books show the performance of the 
program which is produced by the appropriations that are made and 
will follow basically the amount of those appropriations, but that per- 
formance is actually not in the rate at which contracts are paid for 
or contracts are placed. It is in the rate at which deliveries are accom- 
plished. It isthe material and services performed under the program 
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and not the amount that happens to have been paid in the particular 
month that is a measure of the accounting. 

The Cuarrman. Let’s be frank about this. If this is not expended 
or contracted for, it means that the beneficiary countries still have 
$9 billion worth of something coming from the United States. 

Mr. O’Hara. In terms of military assistance there is $714 billion 
estimated as of June 30. 

The CHarman. And mutual aid? 

Mr. O’Hara. Yes. 


ADDITIONAL OBLIGATIONS 


The CHairman. Are we going to encumber ourselves with more 
obligations when there is that much outstanding that hasn’t been 
delivered for the beneficiary countries. There will be quite an argu- 
ment on that issue. I am sure, unless there is some understanding 
about the situation. I see that these countries are in need of militar 
aid and mutual assistance, but they haven’t used $9 billion of it which 
has already been provided. On top of that, we are talking about 
billions more. The situation is a little different in our country now. 
We have a different outlook here because of conditions abroad and 
at home. I think there should be a reasonable solution to the problem. 


DOWNWARD REVISION OF PROGRAM 


General Srewarr. May I point out one phase of this that I think 
is pertinent to the remarks you just made? 

rhe military program is developed by starting with certain troops 
that we as a government have agreed to contribute toward. We con- 
tribute things that the government itself that owns the troops cannot 
contribute. This year when the deficiencies of the forces that we are 
contributing for were priced out, it came to $4,700,000,000. That is 
the total MDAP program as originally presented to the Secretary of 
Defense. That was the amount. 

The Cuarmman. You mean ending July 1 this year? 

General Srewart. The fiscal 1955 program that we are going to 
bring up here. On the pure basis of the lack of equipment that we 
would like to provide the program was valued at $4,700 million for 
fiscal year 1955. 

Because we had not spent the money that the Congress had appro- 
priated in previous years and because we had this large undelivered 
amount, we approached this problem to find out what money we 
needed in view of certain new dilations to keep the program moving 
at the fastest rate we think we can move it. That was a review 
and an analysis carried on by the best people we had, involving how 
soon do you have to renew a contract, how fast are the production 
lines running, what new programs in order to be valid do you have 
to have money against ? 

The Secretary of Defense’s office reduced this program from an 
original value of $4.7 billion—this happens to be just materiel here— 
down to $2,400 million as the sum recommended by the Secretary 
of Defense that we would request this year. ; 

In a further review by the Bureau of the Budget that figure was 
reduced to $1,580 million, and that is all the money that the military 
side of this program is requesting. 
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I grant you that that is a great deal of money, but I want to 
emphasize that the point that you were making has been considered 
and a very sincere effort has been made to reduce the amount of 
money requested for fiscal 1955 to that required to keep this program 
moving. 

The Cuarrman. When you talk about keeping the program moving, 
how much did you say would be unexpended on the ist of July 1954? 

General Stewart. A little over $7 billion. 


REQUIREMENTS OF PROGRAM 


The Cuarrman. How much does it take to keep it moving if you 
still have $7 billion unexpended at that time? I don’t want to be 
facetious. I want to try to comprehend this. 

General Srewarr. There are certain contracts that have to be 
renewed. There are additional countries coming in here for which 
no previous funds have been provided. ‘There axe what we call the 
fixed charges, such things as administration, infrastructure, contribu- 
tions to international military headquarters, and so forth. 

The CHarman. Let’s take your figures again. How much, then, 
do you expect to expend from July 1 this year to July 1 next year? 

General Stewart. Mr. O’Hara, do you have the official estimate on 
that? 

Mr. O'Hara. It is approximately $3 billion. 

The Cuarman. He said he would have $7 billion unexpended by 
July 1 this year, and yet you need additional funds. I don’t compre- 
hend those things. 

PSYCHOLOGICAL FACTORS 


General Srewartr. When you spread this in addition to the actual 
mathematics, which was the controlling factor, there also, of neces- 
sity, entered the requirement of the psychological reaction if there was 
no money used for anybody’s program even though, for instance, in 
the case of the Netherlands, they increased their forces. This 
$1,580 million, which in materiel alone prices out at $1,776 million, 
we spread this over 3 services—Army, Navy, and Air Force—in some 
30 countries, and that makes an infinitesimal contribution to continu- 
ing the forces in being compared to previous programs. 

The CuatrmMan. You are bringing psychology into the picture. If 
you haven’t pledged this $7 billion, you will only expend some $3 

illion in the next 12 months. The psychological factor doesn’t seem 
to be very important because you have $7 billion to expend and yet 
you are going to expend only $3 or $4 billion. Is it your explanation 
that this $7 billion is definitely allocated to definite countries, and 
that now you are taking on new territory in which you plan to expend 
this additional requested appropriation ¢ 

General Stewart. The unexpended money, sir, to use your words, 
is in a sense pledged. It is all represented by programs against exist- 
ing deficiencies in military forces that we have agreed to help. 


TRANSFERABILITY OF FUNDS 


The Cuarrman. You have all been talking about the advantage of 
transferability. Now you say this is all pledged. Haven’t you some 
transferability in that $7 billion ? 
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General Stewart. When we transfer, sir, somebody has to give up 
as well as someone receive. 

The CuatrmMan. You don’t have to give it up unless it is absolutely 
pledged or unless it is not advisable to transfer. 

General Srewart. At the present time, as I told you yesterday, the 
value of our programs in Indochina have increased so that we must 
transfer funds, for instance, from European countries to cover them. 
If you take the approved programs we have today, the programs that 
have been formally approved and we are working on, due to the in- 
creases in Indochina and the certain transfers made, our programs are 
actually in excess by $288 million over the funds available. So it is a 
very difficult thing to counter your argument, but I want to point out 
that this is not a pile of money in the bank against which no plans or 

yrograms exist. We haven’t spent it, but we have a requirement that 

fie been defended and redefended. I think I have defended every 
item in this program at least 50 times. But we haven’t spent the 
money. It does, however, represent a requirement. 

(There was discussion off the record. ) 


REMAINING REQUIREMENTS OF MILITARY AND ECONOMIC PROGRAM 


General Stewart. There remains to be supplied in materiel under 
the military program $1,073,300,000, counting the excess as well as 
that chargeable tothe appropriation. This is for Italy. 

[ Deleted. | 

The Cruatrman. There you still have a sizable amount of $3,100,- 
000,000 coming to Italy and France on the first of the year. We have 
the figures as to what you estimate they are going to get this year. 


I think that was put in the record yesterday. If we appropriate the 
amount you ask this year, how much will the total of those two coun- 
tries amount to—military and economic? 

General Stewart. The total value of the military program for Italy 
through fiscal 1955 would be [deleted] through the next fiscal year. 
That is on page 44 of this Forces Book, all broken down in the table. 

The CHatrmMan. I mean in the amount here including 1955. How 
much does Italy get? 

General Stewart. [Deleted] in the military program, sir. 

The Cuarrman. How much economic? 

Mr. Murreuy. Nothing; for neither France nor Italy is there any 
money on the economic side for 1955. 

The Cuarrman. What is France? 

General Stewart. $19,800,000. 

The CuarmrMan. Military? 

General Stewart. Yes, sir. 

The Cuatrrman. Economic, none? Is that right? 

Mr. Morreny. That is right. 

The Cuarrman. Then you have in the nature of 3 billion—I forgot 
the exact amount—that hasn’t been delivered yet but which has been 
allocated ? 

General Srewarr. Yes, sir. It is represented by approved pro- 
grams. 

The Cuarrman. Approved programs? 

General Srewarr. That money is represented by programs of mili- 
tary assistance that have been approved and on which we are now 
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working. It has not been allocated in any of the legal senses, but we 
have given them a program which we have approved which we worked 
up originally together -and said we will deliver against these programs 
as rapidly as we can. 
The CHarrMan. We will deliver no matter what happens? 
General Srewart. No, sir. We can stop it. We have the right to 
stop it. We retain control of it until the day it is delivered to them. 
Senator Mansrieip. May I ask a question ? 
The CHarrman. Yes. 


BREAKDOWN OF CARRYOVER FUNDS 


Senator MANSFIELD. Some of these figures are hard to read. The 
print is so fine. But under “Funds estimated unobligated to June 30 
of this year,” there is a total of $2.6 billion unobligated balance by the 
Defense and other agencies and en the basis of expenditures there is a 
total of $10,150 million, which comes to something in the order of 
$12,600 million. 

Looking at these figures further, it appears that the actual obliga- 
tions made from July 1 last year to April 30 this year was $3,307 
million and the estimated unobligated amounts on June 30 of this 
year were $2,604 million. In other words, in 9 months last year $2,307 
million was obligated. The unobligated carryover of $2,604 million 
plus the request for $314 billion gives an amount of $6,104 million to 
work on next year, more than twice the amount obligated in the last 
9 months. 

I am delighted that General Stewart and Secretary Byroade are 
here. We have had more experience with the general. He is a man 
of great patience and great ability. Just how long is this program 
going to last and just how long are these unexpe nded balances going 
to pyramid? If I understand Mr. O’Hara’s reference correctly on 
the basis of the funds asked for this year, only a certain amount will 
be spent and the rest will be obligated or carried over; is that correct ? 

Mr. O'Hara. That is correct. I think it should be called to your 
attention that the unexpended balance shown includes the unobligated 
balance as well as the obligated balance, so the two are not to be added 
to get atotal. In other words, the total of unexpended is a total of the 
unobligated and the unliquidated and unexpended obligations. 

Senator Mansrie.p. Wh: at is the total unobligated or unexpended 
balance that you have in the form of carryover ? 

Mr. O’Hara. In the Defense Department it is estimated on June 3 
we will have $7.6 billion in military assistance, $7,573 million. 

Senator Mansrretp. Would you add the unobligated ? 

Mr. O’Hara. The unobligated sae of that is $2.5 billion. Of 
the obligations it is estim: ited that $5 billion will not have been spent— 
contracts for aircraft outstanding, and things of that kind, ships under 
construction. 

Senator Mansrte.p. In section 1 of volume 1, the figures on the 
status of obligations and the figures on the st: tus of expenditures 
should not be added together. 

Mr. O’Hara. No, sir. 

Senator Mansriexp. In other words, then the total amount unobli- 
pane and unexpended is not $12,750 million, but a little over $10 

illion. 
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Mr. Mureuy. $9,758 million 

Senator Mansrrevp. Wait a while. 

Mr. Murpuy. The figure for the Department of Defense is $7.6 bil- 
lion and the non Department of Defense is $2.2 billion and the total is 
$9.758,400,000. 

Senator Mansrtevp. That is right. 

Senator Grorer. Will you give me that figure again, the total un- 
expended ? 

Mr. Murpnuy. The total estimated unexpended on June 30 is $9,758,- 
400,000, of which 


TIME LAG IN DEVELOPING PROGRAM 


Senator Smirnu. Just this question, Mr. Murphy, while we are wait- 
ing for that. Isn’t it true that the reason we get into this difficulty is 
because of the time lag in developing and carrying out the program ? 
Isn’t that the real answer to the whale thing? You develop a program 
and it takes 3 or 4 years in some cases to have that fulfilled, but it is 
in process. ‘That is why you have to come to us for additional authori- 
zation for the new program in 1955, even though there appears to be 
this big unexpended balance available? 

General Srewarr. That is correct. 

Senator Smrrn. To me that is the answer. The time lag from the 
time you start the program—it has been going on from 1950. We 
have had 4 years of this program and we just haven’t completed the 
jets and the tanks and so forth that we are committed to for these 
countries. 

REASON FOR UNEXPENDED BALANCE 


General Srewarr. You are correct, sir. I would like to give you 
some figures out of my head here. I think I have them correct. On 
a worldwide basis in the fiscal years 1950 to 1954 we have delivered 
52 percent of the Army program. I call your attention to the fact 
that the 1954 program, although passed last August, the bill author- 
ized us last August, we actually did not get the program readjusted 
into the funds available, reviewed and finally approved, and the money 
given to us to start to work on until January. Therefore, we have 
done practically nothing on delivering the 1954 program. 

Of this 52 percent, remembering that we haven’t had a chance to 
work on the 1954 program, of the 52 percent worldwide delivery, 75 
percent of the fiscal 1954 Army program that comes from procurement 
or stock—procurement in the United States or i Be Na been de- 
livered—75 percent for Army. There is some 2 billion, nearly 214 
billion—I think it is about 2,300 million—that we are procuring out- 
side the United States, with the first contracts let in fiscal 1953. We 
are just beginning to get deliveries from that. We have accepted 
about $500 million worth of delivery against these offshore procure- 
ment contracts. We don’t spend this money until we get a delivery. 
Therefore you have nearly $2 billion in sound contracts offshore that 
we couldn’t possibly have spent the money for yet. We have delivered 
75 percent of everything we are going to procure in the United States, 
even counting the 1954 program. 

Another thing that makes us look very bad on obligations is under 
the ruling that Tes been made by the Comptroller people or the Gen- 
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eral Accounting Office; if we take an item out of military stocks, for 
instance, let us say a truck out of the stocks of the Army to deliver, 
we formerly, prior to this fiscal year, when we approved that program 
and gave it to the Ordnance to execute, we said the funds were obli- 
gated. Now we can’t say those funds are obligated until approxi- 
mately 60 days before they hand us that truck. They have to take that 
truck and rebuild it, if it is coming out of stock. They have to finance 
that with their own funds, and in the meantime our funds, we can’t 
pay it off, obligate them or expend them until we get the vehicle. 
That has set us back on the books and makes us look like we haven’t 
done anything. So the combination of these factors creates these 
figures which, unless you have been working with them for months, 
look terrible to start with. But we have delivered 75 percent of 
everything that was to come out of the United States, either stocks or 
procurement. We have only delivered approximately 25 percent of 
the items that we have been buying offshore. 

We are having considerable trouble in delays in our Air Force pro- 
gram due to a new type of aircraft that is involved, F-84F. They 
have had some difficulties with it for the last year and a half. That 
has delayed our deliveries. The Air Force program is about 32 per- 
cent delivered. Once that starts coming off, we will get a ‘resumed 
increase in this expenditure, unexpended balances here. 

In the Navy we are building a lot of ships. This lead time that 
Senator Smith spoke of—those ships a great many of them will begin 
to come off in a period of months—not months from now, but when 
they begin to come off they will come off quite rapidly, and we will 
begin to expend some of that money. 

We are moving this program as fast as we can move it with all the 
factors involved. 

Again I specifically call attention to our efforts to cut this figure 
down and not to increase this unexpended, unobligated balance. With 
a priced program of $4.7 billion, we are asking for $1.58 billion. We 
think that amount is required to keep this program moving all over 
the world. If you will examine some of the figures in these books, 
you will find that, except for Indochina, the amounts that go to these 
countries that have been in the program a long time are very, very 
small, 19 million for France, [deleted] dollars for Italy, and so forth. 
We have made a very strong effort to meet the situation that you are 
bringing up. Maybe we didn’t do it perfectly, but I can assure you 
we tried. 

NEED FOR CONTINUING THE PROGRAM 


Senator Giuierre. I want to thank General Stewart for his patience 
and for his detailed explanation, but I want to ask him one simple 
question. You have a program that you have carefully estimated— 
this is in the past. 

General Stewart. Yes. 

Senator Giiterre. And you have asked for funds to finance that 
program. Due to various circumstances—time lag and so forth— 
certain portions of those funds have been expended, certain portions 
are unexpended, some have been obligated, some have not been obli- 
gated, but aggregating $8 or $9 billion. The point is: If you have 
a program for which you have asked these funds and we have made 
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them available and they are in various stages of being carried out 
and expended according to your program, what are the new programs 
for which you are asking these additional funds; for what purpose ? 

General Stewart. Right, sir. I think that is a very clear question, 
sir, and I hope I can answer it as clearly. 

I want to say that the request for these funds is not a substitute 
for something that has happened before, but over and above and 
new requirements, 

(There was discussion off the record.) 


PURPOSES OF PROGRAM FOR FISCAL 1955 


General Srewarr. You wanted the purpose. I have it here. If 
you bear with me, I will read it. It is not quite so long. This is the 
exact purpose as stated for fiscal 1955, the program for fiscal 1955. 

Senator Giterre. This is military? 

General Stewart. Yes. 

The purpose is to continue a sound military-supply program for 
countries, to assist them in the development of definitive capabilities 
which will act as a deterrent to outside aggression, and in the event of 
aggression will enable them to resist such aggression in the interest-—— 

Senator Giuterre. May [interrupt youthereagain? It was supply 
deficiencies that hadn’t been anticipated in the prior program. 

General Srewarr. And additions. 

Senator Gitterre. Can you tell us what additional you are asking 
for? 

General Stewart. I would rather tell you than read it, because I 
get lost. This year’s program, first of all, will be used in each coun- 
try to fill certain deficiencies that existed after the previous programs 
were approved and functioning. 

Senator Gruterre. And developed. 

General Stewart. Yes, sir. Second, it will be used to provide cer- 
tain maintenance. By maintenance I mean that you have to supply 
some spare parts to keep machinery running. To show you what we 
did in this year’s program in the Army program we removed all 
spare parts money except that which came in for supporting the 
Centurian tanks that we bought in the United Kingdom. We put 
nothing in there from the United States because we weren’t using 
it as fast as we thought we were going to. We then tried to give 
initial equipment to any new unit that is coming up, as has been ex- 
plained before this committee by General Gruenther, because we are 
trying to improve the quality of existing forces rather than a major 
increase in forces. For instance, we might approve an additional 
artillery battalion for a country to act as army or corps troops to 
support the divisions that exist. Finally we provide a little money 
for training ammunition, and some money for training activities where 
we bring these people to the United States. Those are over and above 
the requirements of previous programs, and they are spread very thin 
around 30 countries and among three military services, as indicated 
by the amounts for these several countries. 

Senator Grutetre. Then they represent a reserve that you want to 
use for these exigencies as they develop? It is actually a reserve. 

General Srewarr. It is more than a reserve. It is worked out ex- 
actly as to what we intended to do with it. I can’t as administrator 
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of this program, agree to do that unless I have the funds back of me 
T can’t agree that we will train so many people unless I have the legal 
backing of funds and authority to do it. I can’t agree that we will 
have the equipment toward an additional unit provided by the Nether- 
lands to the NATO forces unless back of that is an appropriation and 
authority from this Congress to permit me to do that. 


NEW ASPECT OF PROGRAM 


Senator SrparkMAN. General, this is nothing new. Isn’t this the 
way it has been run from the beginning ? 

General Srewarr. There is some thing very new in it, sir. This 
year, instead of coming up here with all the deficiencies we had because 
we haven’t been able to spend all this money and because our deliveries 
haven’t gone as fast as we thought they were going to go, instead of 
bringing up to the Congress the total deficiencies, we brought up $1.58 
billion instead of $4.7 billion. 

Senator SparKMAN. You scaled it down? 

General Stewart. The deficiencies still exist. 

Senator Sparkman. In order to allow you to continue to operate 
normally during the next 12 months? 

General STEWAR t. That is correct. We think that is what is re- 
quired for us to continue to operate normally. 


FUTURE CARRYOVER FUNDS 


Senator SparKkMAN. Even having scaled it down because of the 
time lag, you still have this big carryover ? 

General Srewarr. Yes. 

Senator Sparkman. And you will continue to have that as long as it 
takes over 12 months to do certain jobs ? 

General Srewarr. Yes, sir. If we deliver or expend next year over 
$3 billion of that as Mr. O’Hara indicated, and we are spending more 
than that this year, and we should get the $1.58 billion, then the carry- 
over will be reduced by approximately $1.5 billion. We have made a 
very honest and sincere effort to bring this thing into the field of 
reality on this funding. If it is wrong, it is a matter of judgment 

rather than effort. 

Mr. O’Hara. Correction. That estimate of 1955 expenditures is 
$3.4 billion rather than $3 billion. There would be a reduction in the 

carryover of nearly $2 billion during 1955 under our present plan. 

Senator Smrrm. What part is military / 

Mr. O’Hara. That is the military portion only to which I referred, 
$3.4 billion for military expenditures in fiscal 1955, military assistance. 

Senator Smiru. I thought that was the overall. 

Mr. Murruy. No, sir. The overall expenditure estimate for 1955 
is approximately $5 billion. 

If you take the $9.8 billion that is estimated to be unexpended on 
June 30 this year and add $3.4 billion in new authority for fiseal 1955 
and substract $5 billion of expenditures, you will see that this pipe- 
line, the unexpended balance next June 30 will be down to $8.2 billion. 
There will be a net reduction of $1.6 billion, which represents the 
excess of expenditures over new obiligational authority requested. 
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Senator SparkMANn. That adds up to this. If we should cut this 
program off the 30th of June next year, it would still project itself 
2 or 3 years into the future; is that right ? 

General Stewart. That is correct. 

Senator Smita. And we wouldn’t need additional authorization. 
It is covered by past authorizations. 

Senator SpaRKMAN. We would need additional revenues. 

Senator Green. When Mr. Byroade finished his testimony I wanted 
to ask him some questions. Since then we have gone off into other 
subjects. I wonder if I will have the opportunity sometime to ask 
Mr. Byroade these questions. 

The Cuarrman. You may ask him now. 


FLEXIBILITY IN PRESENT PROGRAM 


Senator Green. You spoke about the flexibility, which is so neces- 
sary. Is there flexibility offered here by your successor ? 

Mr. Byroape. Yes, there is. The form of legislation we are asking 
for is the same in this respect as last year. Mr. Paul has given you 
illustrative figures which is how we arrive at our total, but the Presi- 
dent would have the authority to shift those figures as he saw fit, 
depending upon circumstances. 

Senator Green. That was divided very definitely into different 
amounts for different countries. 

Mr. Byrroape. We have to do that to arrive at what we shall ask 
you for. This is our estimate of what the need is. But as conditions 
change—let me put it this way. You appropriate to the President. 
The total of this figure is a eee to the President. But you 
do not specify in the form of legislation that we are asking for what 
each country will get. 

Senator Green. Is that not to be in the appropriation 

Mr. Byrroape. No, sir. They are not public figures. 

Senator Green. That is the breakdown for our own information as 
to how the total is arrived at? 

Mr. Byroape. Yes. 

Senator Green. But you want to be sure of flexibility as between 
those countries. 

Mr. Brroape. That is right. The formal legislation we are asking 
for gives us that. You appropriate to an area, the same as last year. 

Senator Green. That makes it clear. 


ARAB-ISRAELI BOUNDARIES 


Now there was something about the particular countries you testi- 
fied about. [Deleted.] 

Are the boundaries fixed so you can define aggression along the 
Arab-Israeli frontiers? How can you define aggression if their 
boundaries are not fixed ? 

Mr. Brroapr. The boundary is not fixed in the form of anyone’s 
permanent agreement to the boundaries. The armistice line is fixed. 
There are spots where it is not marked very well. ‘ 

Senator Green. I suppose if an adjoining country crosses the line 
which Israeli claims is its boundary, they can say that it is not Israeli 
territory because they never agreed to Israeli taking the territory. 
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Mr. Brroapg. They both have agreed on what the armistice line is. 
There is no disagreement about that. 

Senator Green. Is the armistice line fixed ? 

Mr. Brroave. It is fixed, but it is not very well marked in certain 
spots, The armistice boundaries fixed by the U. N. are not in dispute 
as to an armistice boundary. It is disputed as to a permanent bound- 
ary. There is a line on which aggression can be determined. 

Senator GREEN. It is agreed upon? 

Mr. Brroapg. Yes, sir; it is accepted. 

Senator Green. By both parties? 

Mr. Byrroape. As the armistice line; yes, sir. 


IRAN’S FORMER PRIME MINISTER 


Senator Green. Then as to Iran, the former Prime Minister had a 
very large following among the people. He is now in prison, is he 
not? 

Mr. Byrroape. Yes, sir. 

Senator Green. Have they transferred their loyal allegiance to the 
present government ? 

Mr. Byrroape. It is true that Mossadegh had a large following in a 
nationalist sort of way and was popular in Iran. It is also true, I 
think that the Iranian people have come to see that the policies which 
he followed nearly meant their downfall. 

Under situations such as this, any government to have the support 
of the people must be a nationalist government, and I would call this 
government a nationalist government. I believe the stability that 
has been maintained in Iran has been due to the fact that the people 
suddenly became quite alarmed when they saw the near loss of inde- 
pendence of their country because of past policies and therefore they 
are willing to accept a more constructive leadership. 


U. 8. POSITION IN OIL DISPUTE 


Senator Green. This dispute over the oil is about to be concluded, 
I understood you to say. 

Mr. Brroapg. I hope so. 

Senator Green. You hope so? 

Our country, the United States, took sides with the British against 
Iran, did it not? 

Mr. Brroape. No, sir; I wouldn’t put it that way. I don’t know 
to what you refer. 

Senator Green. How would you put it? 

Mr. Byroapve. What period are you speaking about ? 

Senator Green. At the start. 

Mr. Byroape. I am not sure I understand you. 

Senator Green. There was a dispute. 

Mr. Byrroapg. That is right. 

Senator Green. Between Iran and Britain. 

Mr. Brroave. That is right. 

Senator Green. We took the side of Britain, did we not? 

Mr. Byrroape. The record would show that we tried to use our.good 
offices between Britain and Iran very exhaustively to try to solve this 
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problem. Our oil companies, of course, do not look with favor upon 
nationalization without compensation. 

Senator Green. Weren’t we a go-between and didn’t we side with 
Britain in presenting its claims against Iran? 

Mr. Byroapr. No, sir. There was one joint effort by Mr. Churchill 
and Mr. Truman. It was a proposition that was put up to Iran which 
failed. But outside that, we have tried to be helpful on both sides 
without joining with either one. 

Senator Green. I thought we even went to the extent that when the 
British Ambassador went to present the claim, the American Ambas- 
sador accompanied him. 

Mr. Byroapr. He did on that one case. After the British left Iran 
and they had no contact with the Iranians and Ambassador Hender- 
son in effect, carried on the negotiations, 

Senator Green. Are we backing up Britain presently in its pro- 
posal to end the dispute ? 

Mr. Byroapr. Yes; we are. We think it is a good proposal. It is 
a far different proposal than has ever been made before. Our com- 
panies, Dutch Shell and the British company, AIOC, have agreed 
among themselves upon the type of arrangement. 


TRANIAN ATTITUDE TOWARD UNITED STATES 


Senator Green. There was a good deal of anti-American feeling 
there at the time because we did side with Britain, was there not? 

Mr. Byroape. Yes. 

Senator Green. Has that subsided to any extent? 

Mr. Byroanr. I think it has. I believe with the line we are working 
on now, I think it is sound. There is no reason the United States 
should not give it general support. This doesn’t mean that we don’t 
have difficulties with both governments on the details. 

Senator Green. I am talking about the Iranian Government, not 
the British. 

Mr. Byroapn. That is right. 

I am sorry, but I have lost your question. 

Senator SparKMAN. Has the feeling subsided? 

Mr. Byroape. I think it has. I think there is a growing feeling in 
Iran that it is not in the interest of Iran to see the British and 
Americans differing on policy to Iran. [Deleted.] I think now we 
have a proposition that we can both say is sound, but you pointed up 
to the problem, Mr. Senator, that faces us across the Middle East, 
where, if we do not take the side completely of a local nation against 
our allies, they resent our stand and the same thing is true on the 
other side. Our allies resent our position if we don’t fully support 
them. So the United States, by its own conscience and interests is 
often somewhat in the middle on these matters. [Deleted.] 


UNITED STATES POLICY IN OIL DISPUTE 


Senator Green. What is our policy there in Iran? 

Mr. Brroapr. Our basic policy—are you speaking of immediate 
or long-term ? 

Senator Green. I mean in connection with this dispute. 

Mr. Byrroapg. The immediate policy is to do our utmost to brin 
this dispute to an end in a manner that will be accepted by both 
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sides—Britain and Iran—and also be of such a nature that we think 
it will last. [ Deleted. | 

The Cuatrman. May I suggest, gentlemen, that there has been a 
quorum call and that we recess until 2 o’clock and ask these gentlemen 
to come back. 

I hope we will have as good an attendance of the committee this 
afternoon. If that is agreeable, the meeting stands adjourned. 

(Whercupon, a recess was taken until 2 p. m., the same day.) 


AFTERNOON SESSION 


(Also present: Glen A. Lloyd, Deputy to the Director, FOA; F. E. 
Nolting, Jr., Special Assistant to Secretary of State; Clive Duval, 
Assistant General Counsel, International Security Affairs, Office of 
Secretary of Defense; John Murphy, Controller, FOA; Robert 
O’Hara, Budget Adviser, Office Miltary Assistance, Office of Secre- 
tary of Defense (OSD); Richard Crawford, Statistical Adviser to 
Office of Military Assistance, Office of Secretary of Defense; Henry 
A, Byroade, Assistant Secretary of State for Near Eastern, South 
Asia and African Affairs ; supporting personnel, Norbert Anschutz, 
Louis Frechtling, and John D. Tomlinson; Norman Paul, regional 
director for Near East, Africa and South Asia, FOA; supporting 
personnel, Richard Lippincott, program director, NEA, John Ferris, 
South Asian Division; Maj. Gen. George C. Stewart, USA, Director, 
Office Military Assistance, OSD; Brig. Gen. Sam Russell, USA, 
Assistant for Mutual Security, Office Assistant Chief of Staff; Col. 
J. H. Caughey, USA, Chief, Special Projects Branch, Office Military 
Assistance, OSD; Capt. W. S. Rodiman, USN, Chief Foreign Mit. 
itary Assistance Branc th, Office Chief N: aval Operations; Col. Charles 
R. Heffner, USAF, Assistant for Mutual Security, Office, Department 
Chief for Materiel ‘Supply, USAF; Lt. R. B. Anderson, USN, security 
officer, Special Projects Branch, Office Military Assistance, OSD; Mr. 
George Denny, assistant to Assistant General Counsel, Internal Se- 
curity Affairs, OSD; and E. J. Finkel, Treasury Department.) 

The Cuarmman. The committee will come to order, please. 

Now, General, if you will take over and finish what you want us 
to hear, then we will have Mr. Voorhees. 

Senator Green. Mr. Chairman, I had not quite finished my ques- 
tions of Mr. Byroade. 

The Cuarrman. Go ahead. 


STATEMENT OF HENRY A. BYROADE, ASSISTANT SECRETARY OF 
STATE FOR NEAR EASTERN AFFAIRS, ACCOMPANIED BY NOR- 
MAN S. PAUL, REGIONAL DIRECTOR FOR NEAR EAST, AFRICA, 
AND SOUTH ASIA; AND MAJ. GEN. GEORGE C. STEWART, UNITED 
STATES ARMY, DIRECTOR, OFFICE, MILITARY ASSISTANCE, 0SA— 
Resumed. 

RUSSIAN POLICY TOWARD ISRAEL 


Senator Green. If I might ask another question: You were re- 
ferring to the fact that something or other had occurred by which 
it was disclosed what the present Russian policy was toward Israel. 

Mr. Byroape. Yes, sir. 
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Senator Green. Just what was it, and why did you come to that 
conclusion ; just what is the policy ? 

Mr. Byroapg. In the past few months Russia has twice in the Se- 
curity Council of the United Nations adopted the side of the Arab 
states, used their argumentation and vetoed resolutions that they 
wished vetoed. It has been the first open stand of taking sides by 
Russia. 

Senator Green. What were those resolutions ? 

Mr. Byrroapge. One was on the freedom of passage through the 
canal, Suez Canal; the other one was on the question of the Banat 
Ya’qub diversion by Israel of the Jordan River. 

Both of those resolutions were vetoed by Russia. Russia has 
stepped up her penetration, I would say, efforts covertly and overtly 
in the Middle East. 

Their pee efforts is more and more beamed upon the Middle 
East. She is playing the record daily that she is the champion of the 
small Arab States. (Deleted.) 

She has been more active around each of the points of tension, the 
refugee situation, these disputes between Britain and Egypt and Iran, 
and so on, and you can see a greater effort being put into the Middle 
Kast by Russia than heretofore. But the specific instance I referred 
to was the United Nations. 

Senator Green. Yes. 

Then you feel confident that it is a policy she has finally deter- 
mined ¢ 

Mr. Byroapr. I believe so; yes, sir. 


CORRESPONDING UNITED STATES POLICY 


Senator Green. What is our policy corresponding to that? 

Mr. Byroape. Our policy is probably best described as being 
exactly the opposite. We are trying to help strengthen these coun- 
tries to maintain their own independence in the face of this type of 
thing. We feel that while Russia will try to appear to be a friend 
to them, if Russia’s policy succeeds they will not be independent; 
that is a simple version of it, the difference in our approaches. 

Our policy is to try to instill a sense of confidence in this part of 
the world that they can protect themselves and that they can raise 
their standards of living, and that they can keep their political 
independence. 

Senator Green. Are we in a position to succeed in our policy as 
against the Russian policy ? 

Mr. Byroape. I believe if we can maintain our present policies, if 
we can get the support of the Congress, and the tools we ask for, I 
believe we can. 

(Discussion off the record.) 

Senator Green. She would have great advantages, would she not? 

Mr. Byroape. I do not think it costs Russia anything to adopt this 
policy, yet it is a very dangerous one, as we see it, for the Middle East. 
(Deleted. ) 

Well, I think there are dangers of losing the Middle East through 
this type of cold-war situation that we are in. 

Senator Green. Are we committed to that policy openly yet? 
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Mr. Brroape. We are committed to a policy of evenhanded treat- 
ment between the two sides. 

Senator Green. But if Russia takes one side won’t we have to take 
some side ourselves ? 

Mr. Byrroapg. I do not think it would be to our long-range advan- 
tage to do anything other than what we are doing, that is, trying to 
treat all of them fair and equally. [Deleted.] 

Senator Green. That is what I wanted to find out. Thank you. 


RUSSIA’S OBJECTIVES IN NEAR EAST 


The Cuarrman. Of course, we recognize, do we not, that what Rus- 
sia is shooting at is the liquid gold in the Near East, and the bridge to 
Africa to get the vital materials there when and if she thinks the time 
is right. That is why we are trying to build in Turkey, Iran and 
Jraq, and in Pakistan a barrier or strengthening forces on our side 
against that eventuality ; isn’t that about it? 

Mr. Byroape. I am glad, Mr. Chairman, you have put it in better 
words than I did; that is exactly the situation. 

The Cuarrman. I think that all military men that I have talked 
with sense that the big target of the Kremlin is the Middle East, be- 
cause there is more oil there than at any other place in the world 
combined. If and when she thinks the time is ripe she is going in that 
direction herself personally. Heretofore she has used only her 
stooges; this time, when she is ready to go, she will go there. There- 
fore, the policy we are trying to continue, at least, is to see that the 
Arabs and Israelis do not start a fight that will precipitate perhaps 
the beginning of the third world war. 

Mr. Byrroape. Yes, sir. 

The Cuarrman. Have I stated it substantially the way you feel ? 

Mr. Byroapr. Exactly, sir. I have stated publicly that I think that 
Russia has looked upon this as one of her primary goals, but it is an 
area, with all the other things going on around the world, that could 
wait, that would wait for her. I think she has decided to step up her 
activities here. 

The Cuarrman. Yes. 

Now, we have got 40 minutes more for you to give us the informa- 
tion that we want in relation to the military and the economic aid in 
thisarea. If you will carry on in your own way between you 

Senator Smirn. Can I ask Mr. Byroade a couple of questions before 
we close ? 

The Cuarrman. Go ahead. 





BRITISH-EGYPTIAN DISAGREEMENT 


Senator Smiru. I do not recall anything you testified to in regard to 
the Suez Canal; we are all concerned about that. I understood you to 
say that there are some negotiations pending between the British and 
the Egyptians, you thought, that would satisfactorily solve that. Is 
that true, and what is the nature of that? 

Mr. Byroape. Yes,sir. You are talking about not the canal, I think, 
but the military base which has been the subject of dispute between 

Senator Smrru. Oh, yes; I am talking about the dispute in that 
area, 














304 MUTUAL SECURITY ACT OF 1954 


Mr. Byroape. Those negotiations are suspended. There is an indi- 
cation that they will be started in the near future, and I believe a 
greater determination on the part of both sides to reach agreement. I 
think it looks hopeful. 

(Discussion off the record.) 

Senator Smirn. Do you think the agreement will be adequate to 
take care of the Western interests in the whole area, the Western 
Powers? 

Mr. Byroape. I do not think there is any other alternative before 
us. [Deleted.] 

I think this is the best way to solve this dispute, and I believe that 
Egypt will see it is in her interest to cooperate with the West, and our 
best chance lies along that direction rather than 

Senator Sairn. Our relations with Egypt are pretty good right 
now ? 

Mr. Brroapr. Yes. I would say fairly good. 





REFUGEE SURVEY COMMISSION 


Senator Smrrn. Returning to that Arab refugee situation that we 
discussed this morning, I have had called to my attention that under 
the act of last year there was a provision setting up a special refugee 
survey commission which apparently made an interim report a little 
while ago; they were supposed to make a final report on the whole 
refugee situation within 150 days after the Mutual Security Act of 
1953 is enacted. 

Did we ever get a final report on the Arab refugee situation with 
recommendations or a final disposition of that? 

Mr. Pauw. The mission never went to the field, Senator Smith. 
They have rendered an interim report. We do not have any further 
report than that report from the group. 

Senator Smiru. Is the matter dead? Why wasn’t the legislation 
carried out; why didn’t the mission go and really do a job there? 

Mr. Byroapr. This is Mr. Tomlinson, of the Bureau of United 
Nations Affairs in the State Department. 

Mr. Tomuinson. The mission was designated rather late last sum- 
mer and intended to make a field survey in the fall, but with the Kibya 
incident and the tension in the area, it was decided that the mission 
would be better advised not to make such a survey; also Ambassador 
Fric Johnston was out there on the Jordan Valley question at the same 
time. It was thought it might be somewhat confusing to have two 
missions in the field. 

The Carman. That was pretty explosive, too; was it not? 

Mr. Tomitnson. The refugee mission, of course, was merely to sur- 
vey the situation and to make recommendations. Consequently, in lieu 
of that field survey the mission made a study in this country and 
submitted an interim report with recommendations to meet the dead- 
line, but it did not—it was not asked to go out after that deadline. 
I think there was discussion with members of the House Committee 
on Foreign Affairs as to whether they would like to have a further 
report, and the answer was, “No.” 

Representatives Smith and Prouty themselves had been out and 
made a report on the subject to the House. 
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Senator Smrru. Do I understand then that the mission is through 
with its activities? 

Mr. Tomuinson. That is correct. And the mission was dissolved. 

Senator Smirn. You do not think any mission is necessary ¢ 

Mr. Pav. In view of the fact that the Near Eastern subcommittee 
of the Foreign Affairs Committee of the House had made a survey, 
we discussed this with Mrs. Bolton and her subcommittee, and it was 
concluded, in view of the fact that Congressmen Smith and Prouty 
had gone out in the area, the need for another survey on the spot at that 
time was not necessary. I believe Mrs. Bolton had initiated the idea 
for this mission, in the first place, and it was with her concurrence 
that it was handled the way it was. 

Senator Smiru. I am glad to get this in the record here because the 
legislation of last year seems to require that something of this sort 
be set up, and there does not appear to be any final disposition of the 
matter so far as our record shows. This will take care of it for the 
purpose of our present investigation. We will be asked on the floor 
undoubtedly about this because a lot of people are interested in the 
refugee question, and I want to have an answer to it. If you think 
it has been taken care of and the House is satisfied with the disposition 
of it 

Mr. Pauw. The House committee is satisfied with this disposition of 
it; in fact, before the arrangement was made, the way it was, it was in 
full consultation with the committee ; it was a joint decision, in effect. 





TECHNICIAN COSTS IN DEPENDENT AREAS 


Senator Smirn. I want to ask Mr. Byroade just a couple of more 
questions that were brought to my attention. 

The table in section III, page 184 of the data book shows that it is 
proposed to have 55 United States technicians in dependent overseas 
territories in fiscal year 1955 at a total cost of $3 million, or an average 
of $54,455 each. For the area as a whole it is proposed to have 1,415 
United States technicians at a total cost of $24,932,000, or an average 
of $17,620 each. 

The question is why should it cost so much more in a dependent 
overseas area than in the area as a whole? 

Mr. Pau. That cost factor, Senator, was arrived at not only in 
connection with the salary and expenses of the technicians, but there 
is an element of supplies that would go along with those technicians 
that have been factored into that cost. I do not have the details, but 
we will be very glad to supply them, on how that was arrived at. 
There is a factor 

Senator SmirH. There seems to be a discrepancy; one looks very 
high, $54,455 for each of 55 United States technicians in dependent 
overseas territory, and $17,000 each in the area as a whole. 

Mr. Paut. There is an error in the way the chart, the table, was set 
up, Senator, because that certainly reflects more than simply the costs 
of technicians. 

Senator Smirn. I think it would be helpful to have a memorandum 
just explaining that. 

Mr. Pavut. We will be very glad to do that. 
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(The following information was subsequently furnished :) 


FOREIGN OPERATIONS ADMINISTRATION, 
Washington 25, D. C., June 28, 1954. 
Hon. H. ALEXANDER SMITH, 
United States Senate, Washington 25, D. C. 

Dear SENATOR Smita: During the course of my testimony on the Foreign-aid 
program in the Near East, Africa, and South Asia, you requested a memorandum 
explaining why the cost of technicians for the dependent overseas territories 
(DOT’s) shown in the table on page 184 (sec. III of the Data Book) appears to 
average $54,455 while the average cost of technicians in the area as a whole is 
computed at $17,630. At that time I indicated that the table created an errone- 
ous impression since the $3 million shown under technician cost included an 
element of supplies and equipment. 

An analysis of the DOT program indicates an error in tabulation did occur, and 
the figure should have been $1,400,000. The salaries and expenses of 55 tech- 
nicians is expected to total $1,400,000. It is anticipated that 20 of the technicians 
will be employed under 2-year contracts with private firms and nonprofit-making 
organizations. The cost of such technicians under contract is generally calcu- 
lated to run slightly in excess of $20,000 per year. This is accounted for by 
the fact that technical service contracts include the cost of technical backstopping 
and small quantities of supplies and equipment which the technicians will need 
and which the contract agencies best can provide. Since our fiscal year 1985 
budget contemplates funding for the full 2-year cost of the contracts, we are 
asking for $800,000 for the 20 technicians. The remaining 35 technicians are 
budgeted for $600,000, at an average cost of a little more than $17,000 per year 
which is well within the regional average. 

Sincerely yours, 
NorMAN 8. PAUL, 
Regional Director, Near East, South Asia, and African Operations. 


TECHNICAL COOPERATION—SUPPLIES AND EQUIPMENT 


Senator Smiru. The other question was along the same line. The 
same table at page 184 shows in the $66 million technical cooperation 
for the area, $26,871,000 will be spent for supplies and equipment. 
This is less than half the total in some countries. The proportion of 
supplies and equipment seems out of line in Pakistan. It is $4 mil- 
lion plus out of $6 million plus, and in India it is $14 million plus 
out of $19 million plus. Is this technical cooperation or is it a part 
of the development assistance program? Why is there a difference 
there, taking the area, and you get practically a little less than half 
the total, and in these other areas it is right up to 80 percent of the 
total ? 

Mr. Pav. Again, Senator, this is the ratio of the supporting sup- 
plies and equipment and the demonstration supplies to the actual 
cost of the personnel. 

Now, in the case of India we are phasing into a situation where 
we are cutting down on the amount for supporting supplies and 
equipment. 

As you know, there was no such thing as economic aid for India 
as of 2 years ago. 

However, the program did contain a very heavy component of 
supplies. For example, very large shipments of fertilizer were in- 
cluded in the technical cooperation program. We have broken out 
that part of the program which we feel can honestly be said to be for 
demonstration purposes as against general imports. of fertilizers and 
things of that sort. However, the figure does remain high, but that is, 
however, what accounts for it. 
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As to why it is less in certain countries, it is simply the nature of 
the program, sir, that there are less supplies required in other coun- 
tries than there are in India and Pakistan. The program is spread 
out over a much larger field in each of India and Pakistan. 

Senator Smirn. Well, it would look to be an adaptation to the 
peculiar situation in each place that makes the difference in the 
figures. There is no general formula that you have used that applies 
universally. 

Senator SparKMAN. What page are you looking at now ? 

Mr. Pauw. Sec. ITI, page 184. 

Senator Smiru. The other document, the other compilation, the 
blue book, it is page roman numeral ITT, 184. 

Mr. Pauw. The coverage of the people who are affected by the tech- 
nical cooperation, for example, in India where we have a community- 
development program which we are assisting, which covers 21 million 
people, and in 2 or 3 more years is expected to cover 70 million, re- 

uires a greater diffusion of the effort. Therefore, for example, in 
the case of showing them new types of seeds or the use of fertilizer, 
the application of that is over a much broader range in terms of the 
number of people affected, even though the actual number of United 
States personnel is relatively no greater than it is in other countries 
or, I should say, absolutely no greater. 

This is true because in, for instance, the community-development 
program in India, most of the training is actually done through 
Indians, and our people are out there to train Indian teachers in these 
rural-development projects. 

However, the amount ‘of supplies and equipment that is sent out 
with the Indian teachers on these various projects are larger because 
of the amount of people affected and the numbers of areas covered. 

It is indicative more of the number of people affected by the program 
than it is the number of United States technicians involved. 


COORDINATING WORK WITH INDIA 


Senator Smirn. Are we running this work of ours parallel with 
the work India is doing itself or are we working with the Indian 
program ? 

Mr. Pauw. Yes, sir; we are. 

Senator Smrrn. When I was there with Dr. Wilcox we discussed 
with the President, I think it was, this whole program, and we got 
a pretty good topflight picture of what they are doing for India as 
a whole. 

If they are doing it themselves (a) why shouldn’t we be helping 
them, if that is what they need, or (6) why should we be doing a 
different job than they are doing? 

Mr. Pavut. We are working absolutely through them, Senator. In 
no instance in our program are we doing anything else. 

The community development program is an Indian program. It 
is true that we may have had some influence in having it assigned the 
degree of priority it was in the Indian 5-year plan. It has only been 
in the plan now a year and a half, but it is carried out through the 
central and state governments of India, and we simply supply as- 
sistance in teaching the teachers in the case of India. 
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Senator Smiru. Iam glad to hearthat. I was very much interested 
in the plan, and I was just wondering whether we are running a 
separate show. 

Mr. Pauw. No, absolutely not, sir; absolutely not. 


PROJECT FOR MODEL COMMUNITY 


Senator SmirH. Did you meet Mr. Ghosh ? 

Mr. Pauw. Ghosh. 

Senator Smitn. Yes. He was persistent in trying to get some help 
for his particular setup, and so far as I can find out the Indian 
Government was not too enthusiastic about his separate operation. 

Mr. Pav. No, they have not been, and they still are not, Senator 
Smith. 

He was also with us when he was here last spring. I had several 
sessions with him, and Governor Stassen did also, and we have looked 
very thoroughly into his proposals. In fact, it has been discussed 
with the Prime Minister and the Finance Minister of India and, as 
I think Ambassador Allen told you the day he was up here talking 
about India, Mr. Ghosh has now come up with a proposal for 1 pilot 
project in 1 community, which happens to be the community in which 
the President of India resides, and he is asking for $5 million in order 
to build up a sort of model community in every respect, native in- 
dustries, agriculture, and water supply, and so forth. 

It has seemed to us, in looking at his plan, that while it, at first, 
appears to be a rather inexpensive method of getting a lot accom- 
plished in the good example it would set throughout India, in point 
of fact, it does not affect a fraction of the numbers of Indian people 
that we are affecting through the community development program 
of the Government itself : and, as such, we think it is a very expensive 
program and not a cheap one. 

What he is asking is a straight out-and-out grant of funds to be 
turned over to a committee, of which he would presumably be the 
chairman, in this one community. 

(Discussion off the record.) 

Mr. Paut. (Deleted.) I do not want to imply that there are any 
shenanigans involved in the project. We have reviewed it not on that 
basis, but on the basis of whether it is a good investment for the 
United States, and we just do not believe it is. 

Senator Smiru. Thank you. I wanted to get your statement on it 
because I have been asked by a number of people who are rather 
interested in it. That is all I have, Mr. Chairman. 


ASSISTANCE TO ETHIOPIA 


The CHairmman. One other question, so far as I am concerned: 
What have we done in Ethiopia? Are we doing anything there in a 
military way ? 

General Stewart. Yes, sir. 

The Cuarrman. What are we doing? 

General Srewart. We have a military assistance program with 
Ethiopia of [deleted] out of funds appropriated in fiscal year 1954. 

The Cuarrman. Would that give us airstrips there? 

[ Deleted. ] 
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The Cuamrman. That is all we are expending / 

General Srewarr. Yes, sir. 

Mr. Pau... We have a technical cooperation program there, Mr. 
Chairman. 

The Cuarrman. How much? 

Mr. Pauu. The total to date has amounted to about $514 million 
through this fiscal year, that is, over a 3-year period, and we are pro- 
posing for next year a million and a half as a technical-assistance 
program purely. 

The Cuairman. Is it the judgment of the State Department—I 
presume it is—that we have a real ally in Ethiopia? This is the cross- 
roads, in one sense of the word, of the African world, and a very 
strategic place; is that right 

Mr. Byroapre. Absolutely, and one of our best allies, and their 
record in Korea, their willingness to volunteer to go to Korea, is all 
good. I know it would interest the committee and, perhaps, might 
curprise you, to know of the efforts of the Soviet in that part of 
Africa. 

The Cuairman. Yes. 

Mr. Byroapr. They have in their Embassy about 60 people in 
Ethiopia. 

The Cuamman. What have we got? 

Mr. Byroape. They run a treme »ndous hospital. 

The Cuamman. We have what? 

Mr. Byrroapr. I do not know whether we have the figures here, 
but I would guess it is somewhere between 10 and 20. We could not 
have a more stanch friend, and one who believes instinctively foreign 
policywise, matters affecting the East and West world, the way we do. 
It comes natural to them; they think the same way we do, and they 
are willing to help. 


TECHNICAL ASSISTANCE IN INDIA 


Senator SparKMAN. Before you get away from this Near East, 
Africa, and South Asia, I do not want to ask you to repeat anything 
that you may have related before I came in, and if I ask that, you 
just tell me that you have already dealt with that. 

What is that third column, where it says “Total?” What does that 
total ? 

Mr. Murrny. That is the total of the fiscal year 1955 proposed 
program. 

Senator Sparkman. I see. 

Mr. Mourrny. That is a peculiar comparison. 

Mr. Paut. There is a line that goes all the way across. 

Senator Sparkman. I see; that relates to everything to the right 
beyond that? 

Mr. Paut. Yes, sir. 

Senator Sparkman. Then the total for India in 1955 is [deleted]. 
Is that right? 

Mr. Paut. In technical cooperation; yes, sir. 

Senator Sparkman. That is what I mean. 

Mr. Paut. Yes, sir. 

Senator SparKMan. Well now, you said a few minutes ago that we 
would use that primarily in training their own people as technicians. 


Mr. Pavun. Yes. 
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Senator SparkMan. In other words, we sent instructors in to train 
them ? 

Mr. Pau. That is correct, sir. 

Senator SparKMAN. Primarily? 

Mr. Pavun. That is correct, sir. 

Senator Sparkman. Last year or 2 years ago, I believe the Ford 
Foundation set up some training centers. Is that still going on? 

Mr. Paut. Yes, sir; it is. 

Senator Sparkman. Is is succeeding? 

Mr. Pavt. It is extremely successful. 

Senator Sparkman. They made several, did they not, some 30 or 
some such number? 

Mr. Paut. I do not know the number of training centers they set up. 

Senator SPARKMAN. But it was several, more than one? 

Mr. Pauw. Yes. They have a substantial program in India. The 
total Ford Foundation effort there is some—it is about 5 to 7 million 
dollars of assistance. 


FOOD PROGRAM IN INDIA 


Senator Sparkman, I think every member of this committee was 
greatly impressed with the testimony that was given to us from India 
over the last 2 or 3 years, primarily in the fundamentals of increasing 
food production. Is that still the principal objective? 

Mr. Pavut. That is the principal objective of the program; yes, sir. 

Senator Sparkman. And it is moving along successfully ? 

Mr. Pauw. It is moving along almost spectacularly successfully, 
Senator. But I think we must, in making that statement, point out 
also that they have had very good rains. The rains have been coming 
sufficiently heavily and at the right times. After two very serious 
drought years, 1951 and 1952, I believe, they were in desperate shape, 
and it was at that time that the United States made the wheat loan. 
However, their crop production is way up now. 

Senator Sparkman. When it started out, it started in a relatively 
small area, and then you spread it out to still greater areas. 

I assume you are still doing that; it will take quite a long time 
even at that to cover the whole country, will it not? 

Mr. Pauw. Yes, sir; it will. We figure that the community de- 
velopment program, which is the one that is spread out most generally 
over the country, is now affecting 23,000 villages spread out in all 
parts of the country, and over 21 million people. 

The CuarrmMan. How many people ? 

Mr. Paut. Twenty-one million, Senator. The goal for 1956 is 70 
million. It multiplies very rapidly because of the fact that there are 
large numbers of Indians being trained to move out into other areas. 

Senator Sparkman. And the amount requested here is sufficient to 
keep that going at the growth that you have projected ? 

Mr. Pauw. We feel that the amount which we are requesting is 
sufficient to keep up with their own ability. 

Senator SparkMaAN,. Their own ability to take it over? 

Mr. Pau. Their own ability to take it over. 

Senator SparkMAN. Thank you. 

The Cuarmman. Any further questions? 

All right, sir, carry on. 
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DIVIDENDS OF MILITARY PROGRAMS 


Mr. Pavt. Most of our Greek and Turkish programs, Mr. Chair- 
man, are entirely in support of the military effort. We therefore feel 
it would be better for General Stewart to start with the military aid 
side, and I will pick up when he gets through. 

General Stewart. Mr. Chairman, I am under obligation to correct 
a statement I made this morning. I said that 75 percent of all the 
equipment from United States stocks or United States procurement 
had been delivered. That is for the Army equipment and not for the 
overall Navy and Air Force. I wish to make that correction. 

Mr. Chairman, in the area under discussion at the present time, we 
have a military assistance program with Greece, Iran, Turkey, and 
Ethiopia. We have a mull training mission, no materiel furnished 
at our cost, in Saudi Arabia, and we have just completed surveys in 
Pakistan and Iraq. The Pakistan and Iraq programs will be financed 
out of funds already appropriated in fiscal 1954. 

Now, we think that the programs, military programs in this area 
have already paid the United States great dividends. In the case of 
Greece, where we started actually giving them assistance prior to the 
present legislation, overt aggression from neighboring satellites of 
Russia were defeated, as a result of the assistance that gave to Greece, 
through this military assistance program, both in training and in 
materiel. (Deleted.) 

The Cuatrman. Do you have the figures in the record for the mili- 
tary program ? 

General Srewart. Yes, sir. 

The Cuarmman. That is in the record? 

General Stewart. I will put it into the record right now, sir. 

(Classified information was subsequently furnished the committee. ) 

The Cuarrman. Go ahead. 


SUCCESS OF PROGRAM IN TURKEY 


General Stewart. In the case of Turkey we feel that we have a very 
strong and determined ally who is unreservedly on the side of the 
United States and its friends, and who are people who have proven 
beyond a shadow of a doubt that they will fight for their own freedom. 
They are very good fighters. 

We started helping them back in 1947, and if you will recall there 
was some pressure put on them about that period relating to Russia’s 
request for rights in the straits. Turkey refused to agree to the 
Russian demand, and we feel that it is because of the military strength 
and the backing of this country, as expressed through the military 
program, that she was able to maintain her position. 


ACCOMPLISHMENTS IN IRAN 


In Iran during the troubled times of approximately a year ago, 
when the crisis came and the future depended on whether the Shah 
regained control of his country, it was equipment furnished under this 
program with which those troops, loyal to the Shah, got control of the 
situation and maintained order. 

Troops were brought from outlying districts in trucks supplied 
under this program; the armored cars that patroled the streets, and 
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the weapons in the hands of the soldiers all came from this program, 
and the command control that was exercised by the Iranian Army 
command was over radios that were provided under this program. 
So we feel that in this area this program has really demonstrated its 
worth, and that it will continue to do so. 

The two new countries in this, Ethiopia we spoke of a few moments 
ago, the very small program where we are furnishing arms for ap- 
proximately 1 division and 1 battalion—we are furnishing some of the 
arms. [Deleted.] 

In the case of Pakistan, our mission has returned. [Deleted. ] 


PROGRAM IN IRAQ 


Our mission has also returned from Iraq. [Deleted.] I have 
talked personally to General Meyers who headed these missions, and 
he tells me that he was amazed at what he found in Iraq. He said 
not only did they have real military forces in being, but they knew 
exactly what they were doing and what they intended to do; that 
they had all the information he needed already prepared and laid 
out. 

STRENGTH OF PROGRAM IN PAKISTAN 


I think it is well known the type of soldiers they have in Pakistan. 
They are traditional soldiers. It comes down through the families. 
They are unreservedly on our side. They want to be with us; they 
just want to know what part we want them to play. 

Now, this whole situation is further strengthened by the talks that 
have gone on between Pakistan and Turkey. I am not qualified 
personally to describe those talks, but it is because they are allied with 
us through this program that such things as that are developing. 


FUNDS REQUESTED FOR FISCAL 1955 


Now, to come back to what we are asking for the coming year, we 
are asking for the military program for this area in fiscal 1955 a 
total of $181,200,000. 

Now, that will be broken down as to countries. I have to add that 
there was a recent commitment to Turkey which may increase the 
Turkish program. It will presumably have to be increased by a 
transfer of funds since we are not increasing our original request here 
at all as a result of that agreement. 

In Ethiopia at the present moment we intend to give no additional 
assistance. [ Deleted. | 

The Cuamman. Is Iraq the only Arab country that gets military 
aid? 

General Stewart. Well, Saudi Arabia, sir, gets this training assist- 
ance in that we have some officers there who assist them in the training 
of their army and air force. 

Any number of these countries have the right to purchase equipment 
from us, and a number of them have purchased equipment from us. 
That is without cost to us though. e merely handle, make the 
arrangements, for them here in the States. 

The Cuatrrman. How about Israel? 

General Srewart. There is no military program in Israel, sir. 
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PRESS REPORT ON WEAPONS TO ARAB STATES 


Senator SparkMaN. In that connection, I think something was said 
about this this morning very briefly. I have heard complaints from 
time to time about our providing certain types of weapons for some 
of the Arab States, particularly jet bombers or jet fighters or some- 
thing of that kind, unless we balanced it off with like eyuipment to 
Israel. 

The CHarrMan. Israel has been offered it, I understand; is that 
right? 

General Stewart. To the best of my knowledge or belief, and I 
stand to be corrected, we have neither sold nor given jets of any kind 
to any Arab country or Israel. 

Senator SparkMAN. It seems to me there was something in the press 

. few months ago that we were proposing to do that. It was about 
the same time that the Foreign Minister of Saudi Arabia—or maybe 
of Iraq—gave out with a pretty belligerent statement. Do you remem 
ber that ? 

Mr. Byroape. Yes, sir; I have seen it many times. It is an example 
of the distorted propaganda that is put out on this issue. [Deleted. ] 
It is printed in the newspapers as if it has already been done. 


THE REFUGEE PROBLEM 


Senator SpakKMAN. One other thing I would like to ask about on 
the Arab-Israeli problem, and this was touched on this morning. 
I would like to ask about the solution of the refugee problem. That 
is the principal thorn in your side in trying to work out the relations 
between those countries, is it not? 

Mr. Byrroapre. That is correct, sir. 

Senator SparkMan. A couple of years ago we were told that pretty 
good headway was being made toward getting the Arab States to 
take these refugees and, I assume, the one you mentioned with refer- 
ence to Syria is the particular one. 

Have those talks or plans simply subsided until there is a stable 
government in Syria? 

Mr. Byroapr. Well, I think the problem is much deeper than that, 
Senator. I think we were making slow progress on many questions 
until the period of the last 6 to 8 months of greatly increased tensions 
along the borders. 


THE RECURRING INCIDENTS AND TENSIONS SINCE 


I frankly think that this process started with the Kibya affair set us 
back, perhaps, a year in everything we are trying to do. When you 
have people completely inflamed by such things as have been happen- 
ing along the borders, it is not an atmosphere that you can get people 
to talk to each other in or that we can be effective in tr ying to advance 
some of these things. 


AUTHORIZATION OF FUNDS FOR REFUGEE PROGRAM 


On the refugee problem, in general, there is one thing I would like 
to put in the record, and then go on a little bit with your question. 
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The United Nations Organization out there, called UNKRA, is the 
agency that deals with the refugee problem. Our funds that go into 
that are somewhat over 60 percent, United States contribution. We 
are asking for authorization for $30 million for next year to be used 
in that manner, but we do not plan to ask for appropriations of that 
money. 

We did the same thing last year. We asked for authorization and 
did not ask for appropriations. 

This organization does two things: It carries on the relief for the 
refugees, and it works on the problem of permanent settlement. 

Now, if new avenues can be found of settling refugees that calls 
unexpectedly for more funds, then we would come back and ask for 
appropriations. But there are enough funds left over to handle what 
we think needs to be handled in the relief side, and in the start of the 
refugee-resettlement project, without asking for money at this time 


APPROACH TO REFUGEE PROGRAM THROUGH UNITED NATIONS 


This is an agency whose charter is renewed from time to time by the 
United Nations. I would like very much to see an expression of intent 
that we intend to continue to approach this problem through the 
United Nations. It is very difficult to recruit good people, to maintain 
morale, in an organization when its life from year to year is unknown 
as to whether it will be in existence next year or not. 

We believe that the United Nations in every possible way should 
be strengthened in this area, and we should not try to take on that 
type of problem separately as the United States or with other allies, 
but to keep it in the United Nations. 

Now, on the refugee problem, in general, I told you this morning 
our hopes on the development of the Jordan Valley. I can only say 
that every state in the area knows our policy clearly, which 1s re- 
settlement of the majority of these people in the Arab States, and we 
will continue to strive to get that. But we do need this period of 
quiet to work in, and these border raids have set us back. 


GEOGRAPHICAL FACTORS IN ARAB-ISRAELI DISPUTE 


Senator Sparkman. I am looking at this Near East map, looking at 
Israel, and I just read that note to the effect that the green portion 
is the part of Palestine that is given over to the State of Israel, and 
the part in orange is recommended by the United Nations as Arab 
States, with the city of Jerusalem under international control. 

Is that green portion really the country of Israel, the Government 
of Israel ? 

Mr. Byroave. That is the territory that Israel now holds. It isa 
pretty small-scale map. 

Senator Sparkman. I don’t see how you could ever hope not to have 
border incidents with a state cut up like that. 


EFFORTS TO SOLVE REFUGEE PROBLEM 


My own feeling—and it has been for a long time—is that the key 
to the problem between Israel and the Arab States is the refugee 
problem. I have often wondered if we—when I say “we,” I do not 
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mean only the United States but all of the other nations that are 
interested in it—have really been exerting our best efforts toward 
solving that problem. 

Mr. Byroapr. That problem cannot be disconnected, Senator, with 
the total political situation because it is a political problem, an acute 
one. I can see no way onret over a period of time of trying to ease 
the situation between Israel and the Arab States so that the politicians 
will be able to go ahead with such things as the refugee problem. 

We have got to work in that direction. We have to have coopera- 
tion on both sides, though, if it is going to succeed. 


“EVEN-HANDED” POLICY IN NEAR EAST 


Senator Sparkman. Well, do we follow the policy of trying to 
balance the Arab States and Israel? It seems to me that over a 
period of years that is what we have been doing, and it seems to me 
that will always produce trouble. 

Mr. Byroapr. I do not know which field you are speaking in, but 
I still, regardless of that, think it expresses it the wrong way. 

Senator SparkMan. I felt that the same forces were working again 
to strike a balance as between the Arab world and Israel. 

Mr. Byroapr. Well, that certainly is not our present thinking. I 
think, to use the word “balance” is wrong; I think the word “im- 
partial” is not very good. I can think of no other way than to say 
that we are trying to be even-handed in our treatment of all of these 
sovereign individual states. [Deleted.] 

Senator SparkMan. Well, so often we hear, read, and talk about 
the Arab bloc, as if it were an entity within itself that we were dealing 
with. 

BOUNDARIES IN DISPUTE 


Senator Green. Didn’t I understand you to say this morning, Mr. 
Byroade, that all the boundaries were recognized between Isr: ael and 
the surrounding countries ? 

Mr. Byroapr. There is a recognized armistice line, not an interna- 
tional boundary with a ae of a permanent international boundary. 

Senator Green. Well, I do not understand what you mean. 

Mr. Byroapr. There is quite a difference. There is a line where 
the fighting stopped, as there was in Korea. This is only an armistice 
line. There is not a recognized permanent boundary whieh both 
sides agreed to. 

Senator Green. I understood you to say that the boundary was 
recognized by both sides. 

Mr. Brroane. Well, the armistice line is recognized by both sides. 
The difference is that an armistice line is looked upon as temporary. 
aca is no fixed recognized accepted international boundary. There 

a line that is recognized as an armistice, a cease-fire line; that is all. 

The Cuamman. Gentlemen, it is now after 3 o’clock, and we agreed 
that we would hear the next witness, who must leave tomorrow for 
the East. 

Senator Mansrietp. Mr. Chairman, may I ask just two short 
questions ? 

The CHarrman. Yes. 
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RESETTLEMENT ON SINAI PENINSULA 


Senator Mansrietp. Mr. Secretary, this morning you mentioned the 
possibility of the resettlement on the Sinai Peninsula. 

Mr. Byroape. Yes, sir. 

Senator MansrieLp. Where would the water come from ? 

Mr. Byroapr. It would be siphoned from the Nile. 

Senator MansFie.tp. Across the canal ? 

Mr. Byroape. Under the canal. 


PAYING WORKERS AT ABADAN REFINERY 


Senator Mansrie.tp. The second question is I have read something 
somewhere about how we are subsidizing or paying the workers at 
the Abadan refinery who are not working and who have not been 
working for a long time now. What is the truth about that? 

Mr. Byroape. The Government has kept those people on the pay- 
roll. They have been producing a bit for Iran’s own requirements, and 
they have “been maintaining the mi ichinery, maintenance jobs. 

Senator Mansrtetp. Who has been paying them ? 

Mr. Pauw. We have not been paying them. 

Mr. Byrroape. We have not been paying them; the Iranian Gov- 
ernment has. 

Senator Mansrretp. With what? 

Mr. Pavut. The only way that statement can have any validity, 
Senator Mansfield, is if you consider the fact that through the budget 
support aid we have given to Iran during these last 9 months, some 
of the rials, which is their local currency, were generated as a result 
of the commodities we send in, have gone into their normal budgetary 
framework, and some of that undoubtedly has been used to help 
meet the N. I. O. C. payroll. 

Senator Mansrietp. And the idea is to keep some sort of stability 
in the Abadan refinery and get the oil field going again? 

Mr. Pau. Yes. 

The Cuarrman. It has been suggested by Dr. Wilcox that, perhaps, 
Mr. Paul could very briefly in the 10 minutes or so give us his testi- 
mony, and thus we could clear up this matter, and then go on to Mr. 
Voorhees. 

Mr. Pau. Thank you, Mr. Chairman. I am sure I can get it 
in 10 minutes. 


STATEMENT OF NORMAN PAUL, REGIONAL DIRECTOR FOR NEAR 
EASTERN, SOUTH ASIAN, AND AFRICAN AFFAIRS, FOREIGN 
OPERATIONS ADMINISTRATION 


Mr. Pavt. I just wanted to run over briefly the various types of 
programs we have in the area. This is really not one area but a col- 
lection of different regions and different problems that we are facing 
in each of them. 

I think General Stewart gave you pretty much the picture as far 
as Greece and Turkey are concerned militarily. The only purpore 
of our having any other kind of a program the 1an military in these 
countries is to give them the economic support they need to maintain 
their military establishments. 
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At the moment, both of those countries are actually carrying on 
military efforts which, economically, they cannot support with their 
own resources. 

ECONOMIC AID TO GREECE 


The United States has given Greece economic aid of over a billion 
dollars since 1948 when the program first started. 

However, the Greek economy is greatly improved now; their in- 
dustrial production has nearly doubled since 1948, their agriculture 
has increased more than 50 percent, and they have somehow or other 
been able to hold the lid on inflation. 

Senator MANsFIELD. May I ask a question there? 

Mr. Paut. Yes, sir. 

Senator MANsrtevp. Have you offered money to the Greeks that they 
couldn’t use? 

Mr. Pau. Have we offered money to them that we could not use? 

Senator MansrieLp. Yes. Have you given them too much money 
that they could not find use for? 

Mr. Pav, I cannot speak from personal experience on this, Senator, 
but my understanding was that when the program was at its height, 
with the very heavy amounts of money that were programed for 
Greece, and the heavy amount of equipment that was arriving, there 
was a large cluttering up of items on the docks and a lack of ware- 
housing and a general inventory of what was being received. 

Senator MAnsrrevp. That was under the previous administration. 
Nothing within the past 2 or 3 months has come up that has been un- 
usual, that you know of? 

Mr. Pavux. Not in a negative way, sir. There have been special 
projects for earthquake relief, as a result of the Ionian earthquakes. 

Senator Mansrre.p. I just read somewhere that on one occasion— 
I will try to check up on it and I wish you would, too—in the past 
2 or 3 months we have offered Greece too much money and they could 
not use it. But I will look into that and find out. 

Mr. Pavt. The Greeks certainly do not see it that way, sir. 

Senator Mansrrextp. They would not. 

Mr. Paut. It is true—maybe this is the genesis of that, Senator. 
We have not as yet obligated all of the funds for this fiscal year, but 
we have the expectation of doing so. 

The level of aid this year is $21 million as compared with $80 million 
last year and, as I said, the cumulative total is well over a billion. 

Next year we are cutting that down to $15 million. We are hopeful 
that sooner or later—we hope sooner—we will see an end to all eco- 
nomic assistance to Greece. 

The Cuarrman. How much remains uncontracted or unexpended 
of that total economic aid ? 

Mr. Pavt. Of the total economic aid for Greece, Senator Wiley, I 
think the unobligated is just under $8 million. The pipeline is about 
$45 million. 

Mr. Murray. I have it; I will look it up. 

The Cuarrman, All right. 
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ECONOMIC PROGRAM FOR TURKEY 


Mr. Pauw. So far as Turkey is concerned, moving on here, we have 
a larger country and a larger problem and a larger armed force, but 
it is the same basic proposition so far as our aid is concerned. 

Turkey is a country of 22 million people as against 8 million in 
Greece. It is a key country in any defense of Europe and the Middle 
dast, and it has NATO commitments and possibly other commitments 
that General Stewart told you about. 

Since 1948 we have furnished Turkey with about $400 million of 
economic assistance. During the current year our level of assistance 
was $76 million, and next year we are proposing to the Congress that 
we be authorized $70 million for a combination of mutual defense 
support and direct forces support. I described the difference between 
those types of aid earlier, a total of $70 million for Turkey. 

Now, we cannot be as optimistic in the case of Turkey as we are in 
Greece as to when we will be able to cut that down substanti: ully or 
when we will be able to finish aid there. The Prime Minister was 
here, as you know, a couple of weeks ago; we had a series of sessions 
with him. | Deleted.] 

So that the continuation of economic support for Turkey will prob- 
ably be necessary over a pees of years, but we hope it will decrease 
just as it has decreased this year 


ARTICLE ON EXCESSIVE MILITARY AID TO GREECE 


Senator Mansririp. May I interrupt. Here is the article in the 
Washington Post of January 9, 1954. The headline is “Greeks Re- 
ported Overstocked On Aid” 

Athens, January 8.-—Greece today was reported complaining because the 
United States is sending her not too little but too much arms aid. The Greeks 
say they haven't got the storage space. Authoritative Greek sources said $2 
million was needed to construct necessary storage depots and the United States 
had been approached for financial help in building them. Meanwhile, the source 
said, the Government has asked the Americans to slow down the munitions flow. 
The source explained that the end of the Korean war released large quantities 
of arms and ammunitions to America’s allies, and Greece had been asked to take 
a sharply increased volume. 

This is an A. P. dispatch. 

Mr. Pau. That is military aid. 

Senator MaNsrreLp. Military aid. 

Mr. Paut. I am sorry, sir 

General Stewart. Yes, sir; I remember that. 

Senator, the answer to that is that that involves several things and 
overlaps them and confuses them in a newspaper article. 

The first thing is the storage space. We have programmed and are 
in the process of delivering ammunition. Now, the ammunition is not 
something you take out and use, you have got to store it. 

They know how much ammunition we have programmed for them, 
and there is a question of providing appropriate storage, and the ques- 
tion, to the best of my knowledge and belief, that arose at that time 
was whether or not we would also build the storage for them, and we 
have not put up any money to build any storage. 
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Our Military Assistance Advisory Group in that country reports 
that all three services can absorb the equipment they are getting, and 
I have no reports that they cannot accept it. 

Now, it is possible that occasionally a ship comes in and it stacks 
up on the dock for a few days and there is a basis of something like 
that. But our official report, of which I have extracts from right. here, 
is that each service is fully capable of receiving everything pro- 
gramed. {| Deleted. | 

So while they may have very well had some temporary hold-up, 
and we get those constantly around the world, “Don’t ship trucks for 
2 months,” or something like that, there is no oversurplus of military 
equipment going to Greece. 

Senator Mansrfrevp. And we did not build storage facilities for 
them ¢ 

General Stewart. No, sir; not out of the military aid progrem. 

Senator Mansrmup. That is all, Mr. Chairman. 


NON-MILITARY UNEXPENDED BALANCE FOR GREEK PROGRAM 


Mr. Murrny. May I insert the figure you were asking for, Senator, 
of the unexpended balance in the Greek program, non-military ¢ 

The CrHarrman. Go ahead. 

Mr. Mure HY. The unexpended balance as of June 30, 1954, is ex- 
pected to be $59.6 million for Greece. 

The Cuarrman. That is military ? 

Mr. Murruy. No, nonmilitary. 


-_ 


DECREASE IN FUNDS REQUESTED FOR TECILNICAL COOPERATION 


Mr. Pau. Moving on into the technical cooperation program for 
this year, the absolute amounts of funds we are requesting are 
smaller this year than they have been in the past year. 

In 1954, for the same 14 countries and the DOT’S for which we 
are oe aid this year, we programmed $74.7 million, and this 
vear we are asking for $66 million. 

Now, the real main reason for the decrease in the amount of funds 
we are requesting for this program is not a deemphasis of the im- 
portance of the program or of our desire to continue it, but rather 
a more restrictive definition on our part of the kind of things that 
we think should be in a program of technical cooperation. 

In some of our country programs, in India, Pakistan, and Iran, 
in the early years there was a very heavy component of supplies and 
equipment. We are trying to cut down that component as much 
as we can in this section of the program, and it is carried as a sepa- 
rate item in the appropriation request. 


PAST PROGRESS OF PROGRAM 


As far as progress in the past is concerned, it varies. In some 
countries the programs have been highly successful. Ethiopia is an 
outstanding example of this. In others, we are getting along very 
slowly. 

In some, progress has been quite remarkable in the last year; in 
Egypt, for example, and in Jordan. In others, such as Saudi Arabia, 
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frankly, we are in a rather serious situation which we hope will be 
corrected. In this, and in 1 or 2 other countries we are not having 
the success we had hoped we would have in the point 4 programs, but 
the general record is good. 

In Iran, I think we have gone into the political situation sufficiently 
there. As Mr. Byroade indicated, last summer when the Zahedi 
government took over the reins from Mossadegh, they made an im- 
mediate appeal to the United States Government for emergency 
assistance, and the President, in August of last year, authorized $45 
million of special emergency relief for Iran, which was intended to 
tide them over until they could find a means of working out an oil 
settlement with the British. 

That figure has since been enlarged, and as of today we have fur- 
nished $60.5 million of special assistance to Iran in order to keep that 
country operating pending the oil settlement. 

We are asking next year for a regular technical cooperation pro- 
gram of $10 millien. [ Deleted. | i 


LOANS VERSUS GRANTS 


The Cuairman. Is it the judgment of you gentlemen that none of 
this assistance in the Near East, as you mentioned, can be put in the 
shape of a loan instead of simply grants? 

Mr. Pauw. No, sir. I think our judgment is that some of it 
probably can be. The exact amounts and where I do not think we 
can give you a direct answer on now, Senator Wiley. 

The Cuatmrman. Are you studying that proposition / 

Mr. Pau. We most certainly are, sir. 

The Cuatrrman. And are you ready to make a recommendation at 
any time as to what amounts and to what nation you think loans 
should be made instead of grants? 

Mr. Paut. I do not know how far we can define it by country and 
amount, Senator Wiley. It is an effort we will attempt to make as the 
year progresses. You have to take into account political as well as 
economic factors. For example, the political factor has weighed very 
heavily in this Iranian situation. 

The Cuareman. I think it is a general consensus—and I want to 
ask you the question—that we are probably getting the most benefit 
from our investment in this area from the standpoint of our own 
defense, as compared with some of the other areas of the earth. I do 
think it very important that we get the judgment of the Government 
as to where and how much of the overall, if any, of this request could 
be in the nature of loans instead of grants. Do you see what I mean? 

Mr. Pau. Yes, sir; 1 do. We will get the best estimate we have for 
you. 

(The estimates were not available at the time of printing.) 

The Cuarrman. Is there anything further you want to tell us? 

Mr. Pauw. We are running late, Senator, and I think the rest of it 
is certainly in this book, and I can furnish the committee staff with 
any further data. 

he Cuarrman. If there are no questions, I would like to ask Mr. 
Voorhees to come to the table and testify. He has been very patient 





ee aS Abi Si CA lS COMBE Rn aes <a 


OE RMP atm 


eae 


Ree aededtlae om) 


5: AE i NE: ith AS aE SALT BI ahd « 





MUTUAL SECURITY ACT OF 1954 321 


with us. It might be well for some of you gentlemen to remain and 
listen to his testimony, especially the Army. 
All right; carry on, sir. 


STATEMENT OF TRACY S. VOORHEES, OF THE DEPARTMENT OF 
DEFENSE 


Mr. Voorners. Mr. Chairman and members of the Committee on 
Foreign Relations, it is a privilege to appear before you. 

I doso in the ¢ apacity of defense advisor to our mission to the North 
Atlantic Council and, at the same time, I hold another post as Director 
of Offshore Procurement in the Office of the Secretary of Defense 
it is a dual job. 

Organizationally, the offshore-procurement job is based in Wash- 
ington ; actually the major part of the work has been in Paris. 

My testimony fits into the general military appraisal that General 
Gruenther gave your committee so brilliantly on Monday afternoon. 
[ Deleted. ] 

(There was discussion off the record.) 

Mr. Vooruees. My work over there has been extraordinarily inter- 
esting. I never expected to hold a Government position again. I did 
not seek it. When I was drafted for it, I felt that I should do it. 

The Cuarrman. Over there; you mean in NATO? 

Mr. Vooruers. In Paris. 


PROSPECTS FOR WAR OR PEACE 


Senator Futsricur. Mr. Chairman, I wonder if Mr. Voorhees can 
give us his own views as to what this prospect is with regard to war, 
because that is the key question about this whole matter. 

Would you care to do that? 

Mr. Vooruees. I should be glad to do it if you would let me say 
that I am in no sense an expert. This is a subject, of course, in which 
I have had a tremendous interest because I have worked for the Army 
or the War Department or the Defense Department and in one way 
or another or tried to assist as a volunteer civilian for what is now 
an eighth of a century. I am a civilian and my training was as a 
lawyer and not as a military man, and I cannot qualify as a military 
man. 

I have had a tremendously deep interest in the subject of your 
question. I did serve as Assistant Secretary of the Army and as 
Under Secretary of the Army, and I did urge the : adoption, as early 
as 414 years ago of what has later come to be called the offshore pro- 
curement program. ‘This, in essence, is merely restoring the European 
munitions capacity which was largely destroyed by the war, and with- 
out which the Europeans cannot possibly defend themselves. 

My own belief, sir, is that we are in a very, very tight bind. 

(There was discussion off the record.) 

Mr. Voorners. I will give the best of it, and some of this can be 
kept as classified information. 

Senator Futsricut. All of this is supposed to be with this commit- 
tee and not given to the press, all of it. 

Mr. Vooruees. Sir, so far as I know, our only method of long-range 
defense is an allied method, not an isolationist. method. 
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We have made tremendous progress with the allied method. 
| Deleted. | 


STRENGTHENING EUROPE’S DEFENSE ABILITY 


Senator SmrrH. You support this whole program then for Western 
Kurope, as presented to us; is that correct ¢ 

Mr. Voornees. Unquestionably, sir, but here again I want to say 
that I have seen only a limited part of it. I know something about 
that limited part. There are other parts; for example, the deliveries 
of end items to Western Europe, which are matters which I have not 
had direct contact with to any large extent. 

My belief is that the emphasis from now on should be placed upon 
strengthening Europe’s ability to create its own defense rather than 
just giving Europe the weapons of defense. These are the things that 
1 would like to talk about, if I may. 

Senator Smirxn. That is why you are primarily in favor of offshore 
procurement ¢ 

Mr. Voorurrs. Yes, sir; and these special programs. 

Senator Smirx. Yes. 


STRONG DIPLOMACY IN NEGOTIATING EDC 


Senator Futsricur. Before you get into the technical, you made a 
remark about strong diplomacy with regard to going forward with 
KDC. Could you elaborate as to what you regard as strong or adequate 
diplomacy or have we been doing everything we can in that way? 

Mr. Voornees. I have been in quite close touch with some of the 


people who have been doing the negotiating over there all through 
the winter, and I think that the job is in very able hands. I have 
the greatest respect for the people who are doing it, and I want to 
say that the retention of Ambassador David Bruce in‘ the position 
there has been a tremendous factor of strength. He knows, certainly, 
as much about that situation as anybody on earth, and has wisdom 
and courage. In saying this, I am, of course, not limiting those with 
ability to David Bruce, because there are others with great ability, 
effectiveness, and wisdom, too. [ Deleted. | 
(There was discussion off the record.) 


SPECIAL WEAPONS PROGRAM 


Senator MANsrFieLD. Mr. Voorhees, do you have charge of the spe- 
cial weapons here ? 

Mr. Voorners. Yes. 

Senator Mansrievp. Do you recall last year the MSA came in and 
asked for $250 million and they could not explain the program, and 
finally they were given $50 million? I think Senator Gore took this 
up on the floor in some detail, and I believe just lately Senator Gore 
got an answer to a query put by him as to what was being done under 
this program. 

If my memory serves me correctly, he was informed that of the 
$50 million, $10 million had been spent, that they did not need added 
authority; that they could have carried on such a program under the 
MSA bill as it was originally written. 
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PROGRAM EXPLAINED 


Are you at liberty to verify the statement that just 10 of the $50 
million have been spent, and also to tell this committee just what the 
special-weapons program really is? 

Mr. Vooruees. I am not only at liberty but I would consider it a 
very great privilege to do it. 

The amount which will be obligated before the year end is approx 
imately $22 million. 

There are various other projects that are under study for which 
funds will not be obligated until after the fiscal year end, which would 
carry the total very substantially above that amount. The amount 
which was appropriated was $50 million. 

Senator Smiru. Will it take the entire $50 million? 

Mr. Voorners. Pardon me, sir? 

Senator Smiru. Will the amount you say that is presently going 
to be obligated take the entire $50 million ? 

Mr. Voorners. 1 would like to explain it, if I may, and then give 
the estimate. 

Senator Smiru. Yes, sir. 

Mr. Voornees. Gentlemen, let me say I inherited this last fall. I 
never knew anything about it until then, and $50 million had been 
appropriated. 

Now, the plan originally, when they asked for $250 million was, 
so far as I could see, something that could well have been embraced 
within the general powers that we had as to military aid. I was 
not able to see the distinction. 


MECHANICS OF PROGRAM « 


When the $50 million were appropriated I went to work on it under 
Assistant Secretary of Defense Donald Quarles, the Assistant Secre- 
tary for Research and Development, and we did two things: First, 
we created a team to study in Europe the new developments in 
weapons which they had there, of sufficient importance and interest 
to justify United — ites assistance to accelerate their completion for 
actual military use for the defense of NATO. I got a retired major 
general, who had been in charge of research and development for 
the Army until the previous December, a very able man, to head a 
team. 

We have a group of men under him. This team went around from 
capital to capital, and got the most remarkable cooperation. 

Let me say that the cutting of the appropriation from $250 million 
to $50 million was, I think, an asset, because instead of planning to 
use the funds for the mass purchase of weapons, we used this money 
to try to develop weapons or purchase small quantities of new weapons. 

Obviously, $50 million would not go very far if used for mass pro- 
duction, but it could serve a very great purpose in the way we have 

carried out the program. We got access in that way for NATO pur- 
poses to the newest developments and the best developments that these 
European nations have, and some of them are remarkable. 

I wish to say that while the United States leads in mass production, 
it does not lead in inventiveness. The inventiveness over there is 
fully equal to that existing in the United States. [Deleted.] 

(There was discussion off the record.) 
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Mr. Voorners. Our team came back with a program of $27 million. 
Some of those were contingencies. It went to the President per- 
sonally, and the President approved the projects with great enthusi- 
asm, to the extent they were recommended to him. Thirty- -Six pij- 
ects out of forty-one were approved in the amount of $22 million. 
After such approval, agreements with the various countries have been 
negotiated. 

All have now been completed except with the United Kingdom. The 
team is over in London now, and we seem to have all points ironed out, 
so that I believe all our arrangements will be closed by July 1. 

(There was discussion off the record. ) 

Mr. Vooruers. [Deleted.| In the way I have just described, we 
are planning through this program to assist in the development of an 
integrated European aircraft control and early warning system. For 
this, I am told that we may need about $214 million in the coming year 
or thereafter. 


MAKING FUTURE DEVELOPMENTS AVAILABLE 


There is another part to this program which we have not spent 
money on yet, and I think we should have, but it is just getting 
underway now. I would have liked to have seen it move a little more 
rapidly. That is making American developments available for pro- 
duction in Europe. 

When I was Under Secretary of the Army I was closely familiar 
with developments that the Army had under way. These develop- 
ments have been even greater since. 

Now, some of those things can be made available to NATO, I believe. 
What we need to use this special weapons money for is not for further 
research and development in the United States, but to purchase certain 
small numbers of items, pilot projects—I do not call them proto- 
types because these things are developed—-but we need a certain num- 
ber for testing over’ there to see how suitable they are for NATO de- 
fense. Such tests would also be in conjunction with the testing by 
our yround forces both here and in Europe. 

I have used the Army developments as an illustration. I did not 
mean that the Navy and the Air Force have not excellent things, too. 
They have. This part of the special weapons program is what Mr. 
Quarles calls chapter 2, that is, the use of new American developments 
by making them available to European defense. 

I do think, Senator Mansfield, that we could have, perhaps, justified 
the use of money which was in the general military assistance appro- 
priation for this purpose. But I do think that it would not have been 
entirely fair to the Congress to spend the money in this way unless 
we disclosed it to the Congress. That is the reason why we are doing 
it now, because we are not buying proven military equipment with this. 
We are trying to stimulate the development of suitable equipment 
which can later be purchased. 

Senator MansFretD. Mr. Voorhees, you have given us an excellent 
explanation, but every man in this committee can remember when we 
asked all these people last year about this, that no one could tell us 
just what was meant by this special weapons appropriation. Now we 
have an idea for the first time. 

Mr. Voorners. Senator, I honestly believe that we did not know 
ourselves until we got down to work on it. Now this has been de- 
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veloped and hammered out over the past 9 months by a lot of work, 
and I had a relatively small part in it. But the people who have done 
it have done a devoted job, headed by Mr. Quarles, and I simply made 
myself available as a fellow with pernicious energy to try to see that 
it was carried forward. I think that this program points the direc- 
tion, I believe, in which we ought to plan our assistance—in other 
words, for the things that can enable the Europeans to create their own 
defense rather than just supplying hardware to them. [ Deleted. | 
(There was discussion off the record.) 


NEEDS OF PROGRAM 


Mr. Voorners. What we received in this special weapons project 
was an appropriation of $50 million. We will have effectively utilized 
at least $22 million and we possibly as much as $34 million. [ Deleted}. 
We are working on a series of other projects, and there ought to be 
money available for them. Also there ought to be the money avail- 
able to purchase small quantities of United States equipment. Mr. 
Quarles and I worked it out that we would ask for an appropriation 
sufficient to restore the total figure to the $50 million, that is, for $27 
million of new funds as we estimated at that time. 

(Discussion off the record.) 

Mr. Voornees. May I say that we have had appropriated, includ- 
ing the infrastructure, almost $15 billion altogether for military aid 
to E jurope, and this $22 million to $34 million is the first money that 
we have spent, so far as I know, to try to aid the Europeans in develop- 
ing improved weapons to defend themselves. I think it is a forward- 
looking program, and I assure you that the additional $27 million, if 
you approve it, will not be spent unless it buys something that is 
really going to do our joint defense good. It isa relatively small total 
amount compared to our aggregate military aid. 

I think that the management of the program has been such that you 
can trust it, and I would earnestly hope that we may have your support 
for it. 

Senator Smiru. All these things go to help Europe directly; they 
are not part of our own research here? [| Deleted. ] 

Mr. Voornres. But what I call chapter 2 would be taking things 
from our United States development and see if they cannot adapt 
those for NATO defense. I do not want to tax you too much, but 
may I give you one more illustration. 

(Discussion off the record.) 


RESTORING PRODUCTION FACILITIES 


Mr. Voorures. May I pass on for a moment to the facilities assist- 
ance program. 

Three years ago Europe’s capacity for production of ammunition 
had fallen to a very low proportion of what its wartime needs would 
be. 

It does not matter how much American equipment you send abroad 
unless we have ammunition to feed into the guns, and we cannot 
possibly send all of that from here. [ Deleted. ] 

Obviously. to make Europe able to defend itself, it is necessary to 
restore its ammunition-production capacity. Last year part of the 
general apprepriation was earmarked for this and I inherited that 
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job. I got Lt. Gen. Tom Larkin (retired), who used to be G4 of the 
Army, one of the finest soldiers we ever had on the logistical side, to 
come back and help. We placed the entire operating responsibility 
for the program under the Army command in Europe. General 
Larkin acted for me. He did a wonderful job. We got some of the 
top ammuuition experts from the United States to go over there to 
see what could be done to restore Ewrope’s ammunition plants. 

If I am enthusiastic, excuse me. I was unenthusiastic about the 
program at the start and I am now a convinced Quaker; if one can be 
a Quaker about ammunition—anyway, I am convinced. | Laughter. | 

What happened was that the bottlenecks were so great there that 
we could, with a relatively small expenditure, get a perfectly tre- 
mendous result. 

I would like to show you a couple of pictures, if you do not mind 
my passing them around here. Here are 2 pictures of different parts 
of the same ammunition plant in Italy, and you will see that 1 part of 
the plant is a typical bombed-out ruin, while another part of the 
same plant has remained in usable condition. Under these circum- 
stances, which do not necessitate rebuilding an entire plant, a small 
expenditure yields a large increase in capacity for production. 

What we are doing is breaking the production bottlenecks. Par- 
ticipating nations are supplying the real estate, the buildings and 

certain equipment, and we are supplying some technical know-how 
and production equipment. They agree to keep these facilities in 
existence after they are brought into being. 

Now, what has happened has been this: The offshore procurement 
program plus indigenously financed procurement had approximately 


doubled the capacity of Europe to produce ammunition, restoring to 
that extent the munitions industry in relation to ammunition. Plants 
had been fixed up in order to get the offshore procurement. [ Deleted.] 

Now, there is one further picture that might interest you. This is 
one of the plants we are aiding in Norway. [Deleted.] Others are 
located in strategic areas. They are shown on this map. 


SELECTION OF PLANTS 


What was done here was, first, to go to the Joint Chiefs and have 
the Joint Chiefs determine in general the strategic locations for such 
plants. Using this information we selected the plants that we were 
to aid. oe ‘of these were plants that were already in existence. 

The reason we could get such a big result from such a relatively 
small] exieeuilien is that, of course, we had incomplete plants already 
in existence. | Deleted.| This program is a thing which we hope to 
be able to complete this year with $15 million more. That will be $62 
million altogether of United States funds. 

Now, $62 million is a lot of money; I am not treating it as a small 
amount. But it is relatively small compared to the size of the figures 
that we have used in military aid. And this goes into machinery 
which can be used for different kinds of ammunition. 

As new types of ammunition are developed, the machinery is more 
or less adaptable to it. Furthermore, machinery does not deteriorate 
like ammunition itself. Therefore we will be able to bring Europe’s 
productive capacity for ammunition up to a great extent. In fact, 
it will be a fivefold increase over what we started with, considering the 
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combined effect of offshore procurement and this facilities assistance 
program. 
MAINTENANCE OF EQUIPMENT 


Now we are planning next year to start in a small way on another 
problem which is going to become a much greater problem and which 
could cost the United States a lot of money if we do not deal with it 
in some manner like this. That is the maintenance of the equipment 
that the United States has furnished. 

With the tremendous amount of United States furnished military 
equipment over there, as it gets older, of course, it requires more major 
overhauls and replacements, and the creation of suitably placed fa- 
cilities, not necessarily each country having its own facilities for 
overhauling its own, but Europe-wide planned facilities for 
maintenance. 

A plan for that is the thing that we are starting on, this on a trial 
basis. We have got $5 million marked for it. Where I say “trial,” 
it is not because there is any lack “' assurance of it as to the things 
that we are doing. I mean trial is a method of aid. The nations 
would have to furnish the land aiid’ a good part of the funds, and we 
would put in some part of it ourselves and put it on a truly mutual 
basis. 

As to these two special programs, in one sense, perhaps, I have taken 
too much time with them, but in another sense I think they are the 
kind of programs that the future should hold. I think they justify, 
perhaps, more attention than the amount of dollars involved in them 
would indicate. 


OFFSHORE PROCUREMENT PROGRAM IN GENERAL 


Now gentlemen, as to the offshore procurement program, speaking 
more generally, Senator Mansfield and Senator Smith, have listened 
patiently to my urgings about this for a long time. When we still 
had ECA over 4 years ago, and when we were furnishing at that 
time, before the Korean war broke out, end item military equipment 
from the United States to Europe, I urged, when I was still in an 
official position, that we should use the counterpart funds or a very 
substantial part of them to re-create Europe’s munitions industry, 
instead of just sending end item military equipment from the U nited 
States, I was not successful at that time in doing it and, as some of 
you may know, I worked very hard on it in years when I was not in 
any Government position. 


NECESSITY FOR OFFSHORE PROCUREMENT PROGRAM 


Now I guess that got me into my present trouble, because they put 
me in charge of it last year. I came into it at a time when there was 
a very gret at change of condition. Prior to the armistice in Korea, 
offshore procurement had become virtually a necessity, because the 
American “munitions industry was strained to the utmost, and if we 
were going to get deliveries for Europe it was perfectly apparent 
that we were going to have to produce a lot of these things over there. 
What had happened was, of course, that our orders which had been 
placed here for military equipment for Europe were diverted to 
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Korea. They were the reason that our shortages of ammunition and 
other equipment in Korea were much less than they otherwise would 
have been, but that did not aid Europe. 

Finally, in the spring of 1952 this plan to purchase military sup- 
plies in Europe for Europe, and so to re-create the munitions in- 
dustry, was first undertaken on a large scale. 

In that year, and in the following year up to July 1, 1953, approxi- 
mately $2,200 million of funds were obligated. $400 million of that 
was the so-called Lisbon type aid which consisted virtually of budget 
support for France. I think the actual realistic figure would be 
more nearly $1,800 million for true OSP but it was a lot of money. 


OFFSHORE PROCUREMENT AFTER KOREA 


Following the Korean armistice the situation changed. We did 
not have to buy in Europe. So I came into it at that point, and we 
adopted certain policies for offshore procurement which, I trust, 
will commend themselves to you. 

The entire program has been very much reduced from what it had 
been before, and these things were done. In the first place, instead 
of just buying to get the items, we were in a position to be selective, 
waa so we bought in a way to get the best production base, that is, 
we determined where we wanted the things produced, in general, and 
we regulated our purchases so as to maintain a sound production 
base. 

We, by that time, had lines of production in existence which could 
produce more than we were going to have funds to pay for even if 
we took both the United States funds and the funds the Europeans 
could put up. It was a question of selecting the best ones of those 
facilities to keep those lines of production, as “hot lines,” going as 
long as possible, and—have them in the right places. [{ Deleted. ] 

Now there developed from that this situation: We found that there 
were—aside from aircraft which I will take up separately—in ammu- 
nition also in some other items of equipment, something like $275 
million of the amounts that we had programed where we would 
logically place the business in the same plants as were now manu- 
facturing and would be doing so for many months. We felt that it 
was not sound to go ahead and make further contracts in advance 
of normal lead time, particularly so, because of the Richards amend- 
ment, because of the problems of storage, and also the uncertainties 
of EDC. We found that these amounts did not have to be obligated 
until sometime next fall. Therefore, we did a thing which is an 
absolute crime in bureaucracy; never, never, never should one do it, 
so they say. That is, we deliberately refrained from trying to spend 
the money that had been appropriated. Instead we tried to put the 
matter on a business basis, and if we are charged with fault in doing 
that, I will be glad to accept the blame. 

Before doing this, I had a talk with Senator Bridges, who was over 
in Paris, about it, and he thought it was a sound thing to do, and that 
is what we have done. In other words, we are doing the same thing 
there, running it on a business basis, as we would do it here in this 
country. We do nof place the contracts until the time that is the 
normal lead time ahead which is necessary to keep the plants going. 
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EXPLANATION OF OFFSHORE PROCUREMENT AGREEMENTS 


Now, there was another thing we found over there. In the great 
rush in 1952 and 1953 to place these contracts we only had two coun- 
tries with which we had’ actually negotiated and had in effect the 
so-called OSP agreements. 

These memoranda of understanding are agreements between the 
United States and the country concerned. They first, save the United 
States harmless from any suit in connection with United States OSP 
contracts with contractors over there. There is a problem concern- 
ing sovereign immunity in a lot of those countries. Second, there is 
a provision that the other governments would not make any profit 
out of any of the contracts; and would refund any profit made. Then 
also we worked out a model contract which we could attach to the 
agreements. [ Deleted. | 


TOTAL OSP FUNDS PLANNED FOR 1955 


Now, gentlemen, in spending this OSP money overseas, we are 
only doing so where it is essential to the establishment or maintenance 
of a production base to enable these countries to defend themselves 
at less expense to the United States than would otherwise be the case. 
A byproduct of this of course, is the dollar earnings which will make 
it possible in all of these main countries to eliminate the economic aid, 
in any substantial amount this year. 

But I do not think that we should eliminate the economic aid by 
substituting this chance to work their way by earning OSP dollars, 
and then all of a sudden cut off the OSP. 

In the planning for next year, the total amount of military aid 
worldwide for end-item equipment is about $1.1 billion. 

General Srewart. It is 1.5 billion total everything, and $1.1 billion 
is material alone. 

Mr. Voornuers. The total amount that we are planning for off- 
shore procurement worldwide is estimated at $301 million. It is 
roughly 25 percent of the total aid money which is being used. And 
it is only being used in this way where we can achieve a real United 
States objective by so doing. 


EFFECT OF 0.8.P. ON UNITED STATES UNEMPLOYMENT 


In testifying before the House Foreign Affairs Committee I was 
asked what the effect of this was on unemployment in the United 
States. 

In the first place, the total amount involved, $300 million out of 
total defense expenditures of $38 billion, or something like that, is 
too small to amount to much. 

But we did find in the small-boat-building business where they 
make wooden ships, that there was a distress condition. So we 
brought back about $27 million from Europe and spent it here instead 
of spending it over there. 

Most of the rest of this OSP program does not affect employment 
at all, because if we placed the contracts here, we would only add this 
amount at the end of the line rather than speeding up the plants. 
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Now, I have various figures, and a lot of detailed material which, 
perhaps, can be put into the record if you wish it later. I have a more 
detailed statement as to next year’s program, and I have a much more 
accurate statement than I have given you as to the facilities-assistance 
program, should you wish to add this to the record. I would be very 
glad to try to answer any questions if I can. 


LIBERALIZING TRADE POLICY 


Senator Fursrientr. Do you think that freer trade would 
strengthen their anticommunism ? 

Mr, Voorners. Very much so. 

Senator Fursricur. Do you recommend that we liberalize our 
trade relations? 

Mr. Vooruees. Sir, you have me entirely out of my field. 

Senator Futsrieur. You are a civilian and an American, and you 
know something about it. 

Mr. Vooruers. I believe in it myself. I am not trying to duck 
your question; I believe in it. But it is really out of my field of 
competence. I am not a Randall. 

Senator Futsricut. You were a businessman, were you not? 

Mr. Voorners. I was a lawyer. 

Senator Futsrieutr. You know how countries balance their trade 
out, do you not ? 

Mr. Voorners. Yes, sir. I think we have got to take in a lot more 
European imports, imports from Europe, into the United States 
if we are going to sell the things we have available to sell to Europe. 

Senator Funsricut. If we took in more, would there be the same 
necessity for their economic aid in this bill? 

Mr. Voorners. Well, sir, I do not know what economic aid there is 
in this bill, because I thought it was eliminated for the principal 
European countries. I thought the economic aid here was limited 
to some weaker countries which were maintaining larger military 
establishments than they could afford, the fringe countries. 

Senator Futsrieur. That is true on the emphasis, but the aspect 
of our offshore procurement program for giving them dollars would 
be answered by more trade, would it not? [ Deleted. | 

Senator Funrricut. Put it this way: If they do not trade with 
us, who is left to trade with? 

Mr. Voornerres. They are going to have to trade with us. They 
were fed from the East. 

Senator Futsrienutr. Well, supposing they do not, who are they 
going to trade with ? 

Mr. Vooruesrs. Russia. 

Senator Futsricut. Russia, are they not? 

Mr. Vooruers. It is the only way they can be fed. 

Senator Frisrieut. That is right; that is the alternative so long 
as we keep it up. 

Mr. Voornees. | had a good deal to do with the feeding of Ger- 
many after the war. I know the shipments we had to make. If one 
drew an iron curtain down in this country somewhere around ‘the 
Great Lakes and circled it down. through Virginia, the northeast. 
would get hungry pretty soon. That is what in “effect has hi appened 
in Europe except that the curtain is on the East. The great grain 
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areas, including Eastern Germany, which is now sovietized, and the 
Ukraine, and Hungary and Rumania, are, of course, gone. It was 
from these that Europe was fed to a considerable degree. Yet I think 
that it is a perfectly feasible problem to work out because the United 
States increased capacity to produce food is so great. They could 
buy that food with the products of their increased industrial capacity. 
There is a tremendous industrial resurgence in these countries, as I 
see it. 

The Cuarrman. What is the overall amount ? 

Mr. Voorners. Well, the offshore procurement of which I have 
been talking is simply a segment of the military-aid program it is 
not a separate thing at all. 

The special weapons are separate; in the special weapons we asked 
for $27 million, and for the facilities assistance we asked for $20 
million. Those are the only specific requests we made. 

Senator SparkMAN. What was that last one you mentioned, the 
$20 million ¢ 

Mr. Voornees. The $20 million was for the facilities assistance for 
the increase in ammunition production. 

General Stewart. That is within the $1.5 aid: it is not in addition 
to it. 

The CHarrMan. Senator George, have you any questions / 

Senator Grorer. I believe not. 

The Cuarrman. That is a quorum call. 

Is there anything else, General, you want to tell us at this time? 


OFFSHORE PROCUREMENT PROGRAM FUNDS 


General Srewarr. I would just, to complete this offshore-procure- 
ment testimony, like to add, that Mr. Voorhees has covered Europe, 
that we have a small program in Japan and a very small program in 
Kormosa. | Deleted. | 

We hope by that to do the same things on a much smaller scale that 
Mr. Voorhees has so ably presented as to Europe. 

In Formosa it is of particular importance. They can make the 
smaller rounds of ammunition, and to the extent that they can make 
them, we are buying them from them, and then giving it to them, and 
it helps them earn dollars and gives employment there. That would 
just commana worldwide offshore procurement, sir. 

The CHatrman. What is the total offshore procurement / 

General Srewarr. The total offshore procurement for fiscal 1950 
through 1953 is $2,251 million. Of fiseal year 1954 funds $900 mil 
lion has been earmarked for offshore procurement obligations by 
June 30, 1954, will approximate $400 million. 

The Cuairman. What is your request for 1955? 

General Srewarr. We do not want anything additional. We plan 
to place offshore from the funds we are requesting $301 million out of 
the $1.5 aid. That is not in addition; that is part of it. 

Senator Grorce, What are you procuring in Japan, General / 

General Srewart. Ammunition, some of the smaller weapons like 
mortars, but most of it is ammunition, sir. I can give you a detailed 
list. 

Senator Grorcr. Generally. 
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General Srewarr. Yes; and some miscellaneous naval craft, sir. 

Senator SparkMAn. Is it the same type we were procuring during 
the Korean war; is it just a continuance of that program more or 
less ¢ 

General Srewarr. In general, it is; but, of course, it is not on the 
same scale. During the Korean war we bought a lot of things like 
barbed wire and had trucks rebuilt. With offshore procurement we 
are buying ammunition and weapons. It is a little different, sir. 

The Cuarrman. Mr. Voorhees, is there anything further you want 
to tell us? 

Mr. Voorners. Nothing further. Thank you very much for your 
indulgence. 

The CuarrmMan. General ? 

General Srewarr. No, sir. 

The CuartrmMan. Well, on behalf of the committee, we thank you 
for being so patient with our ignorance, and we trust that the record 
you made is so lucid that he who reads can understand. 

The meeting stands adjourned. 

(Whereupon, at 4: 40 p. m., the committee adjourned, to reconvene 
at 10 a. m., Thursday, June 17, 1954.) 
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THURSDAY, JUNE 17, 1954 


Unitep States SENATE, 
CoMMITTEE ON ForeIGN RELATIONS, 
Washington, D.C. 


EXECUTIVE SESSION 


The committee met, pursuant to recess, at 10: 10 a. m., in the Foreign 
Relations Committee room, United States Capitol Building, Senator 
Alexander Wiley (chairman) presiding. 

Present : Senators Wiley (chairman), Hickenlooper, George, Green, 
Fulbright, Gillette, and Mansfield. 

Also present: Glen A. Lloyd, Deputy to the Director, Foreign Op- 
erations Administration; F. E. Nolting, Jr., special assistant to the 
Secretary of State; Clive DuVal, assistant general counsel, interna- 
tional-security affairs, Office of Secretary of Defense ; C arney Howell, 
Controller, Foreign Operations Administration; Robert O’Hara, 
budget adviser, Office of Military Assistance, Office of Secretary of 
Defense; Richard Crawford, statistical adviser to Office of Military 
Assistance, Office of Secretary of Defense; Fred B. Smith, United 
States Treasury Department; Henry F. Holland, Assistant Secretary 
of State for Inter-American Affairs; Edward Cale, Director of the 
Office of Regional American Affairs, Department of State; Leonard 
H. Price, Office of Special Assistant to the Secretary of State for 
Mutual Security Affairs, Department of State; M. N. Hardesty, acting 
regional director, Office of atin American Operations, Foreign Op- 
erations Administration; John G. Burnett, Office of the General 
Counsel, Foreign Operations Administration; Robert R. C ouse, acting 
associate regional director, Office of Latin American Oper rations, For- 
eign Operations Administration; John C. Floyd, chief, Latin Amer- 
ican program staff, Office of Latin American Operations, Foreign 
Operations Administration; Maj. Gen. George C. Stewart, Director, 
2 ce Military Assistance, Office of Secretary of Defense; Col. J. H. 

Caughey, United States Army, Chief, Special Projects Branch, Office 
of Military Assistance, Office of Secretary of Defense; Brig. Gen. Sam. 
C. Russell, Chief, Foreign Aid Division, Office of Assistant Chief of 
Staff, C74, United States Army ; Capt. W. S. Rodimon, United States 
Navy, Chief, Foreign Military Assistance Branch, Office, Chief of 
Naval Operations; Col. Charles R. Heffner, United States Air Force, 
assistant for mutual security, Office, Deputy Chief of Staff for Ma- 
teriel, United States Air Force; Lt. R. B. Anderson, United States 
Navy, security officer, Special Projects Branch, Office of Military 

Assistance, Office of Secret tary of Defense. 
The Cuarrman. The committee will come to order. 
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We have today Henry F. Holland, Assistant Secretary of State; 
Marion Hardesty, Regional Director, Latin American Affairs, For- 
eign Operations Administration; and Maj. Gen. George C. Stewart, 
Director, Office of Military Assistance, Department of Defense. I 
have been informed by Dr. Wilcox now that you gentlemen constitute 
the team on Latin America so, Mr. Holland, if you will carry on. 


STATEMENT OF THE HONORABLE HENRY F. HOLLAND, ASSISTANT 
SECRETARY OF STATE FOR INTER-AMERICAN AFFAIRS 


Mr. Hotnanp. Yes, Senator. I have a written statement and I 
will ask leave that it be included in the record of these proceedings, 
and with your permission, I will summarize it for you. 

The CHatrrmMan. That is fine. 

(The prepared statement of Mr. Holland follows :) 


STATEMENT BY ASSISTANT SECRETARY OF STATE HENRY IF’, HOLLAND BrEForRE THE 
SENATE FOREIGN RELATIONS COMMITTEE IN SUPPORT OF THE MUTUAL SECURITY 
PROGRAM FOR LATIN AMERICA FOR FISCAL YEAR 1955 


I am glad to have this opportunity to appear before the Senate Foreign Re- 
lations Committee in support of the mutual security program for Latin America 
for fiscal year 1955. 

With the approval of the committee, I plan to indicate for each of the four 
segments of the program its general nature and the main reasons why the 
Department of State supports it. 


1. Bilateral Technical Cooperation Program. 


Twenty-three million dollars is requested for fiscal year 1955. 

The purpose of the program is to cooperate with Latin American countries, 
whenever they request us to do so, in demonstrating how, with the aid of 
modern technology, they can improve the utilization of the resources available 
to them for their economic devolpment. 

In general the Latin American countries have the resources to support a much 
higher level of economic activity than they now enjoy. Most of the funds that 
are now going, and which will continue to go, into the development of those 
resources must be from their own savings. It would be impossible for the 
United States to underwrite the economic and social development of the under- 
developed areas of the world. We do not have the resources at our disposal— 
either the equipment, or the trained personnel or the Capital funds—required 
for such an undertaking. We are in a position, however, to carry out on a co- 
operative basis pilot projects in certain technical fields which can be expanded 
through tbe efforts and at the expense of the host countries and which can make 
a substantial contribution to their development. 

The basic goal of the technical cooperation program, as is our basic economic 
goal in Latin America, is to make our contribution to the establishment in each 
of the Latin American countries of a stronger, self-reliant and durable national 
economy. 

I should like to emphasize that in our cooperation with the Latin American 
countries, we should always bear in mind that it is their resources on which 
their economic development and prosperity must very largely rest. It is also 
their responsibility to determine just how their resources will be utilized. 

The Department of State supports the technical cooperation program prin- 
cipally because we believe it is economically profitable to the United States to 
assist in the economic progress and stability in Latin América, in the manner 
and to the extent provided for in the program. Strong and prosperous Latin 
American countries encourage mutually advantageous two-way trade between 
Latin America and the United States. Asa part of this improved trade relation- 
ship, we obtain additional raw materials needed for our civilian and defense 
industries. The Latin American countries obtain additional consumer goods 
for their people and capital equipment and supplies which are essential to the 
success of their economic development programs, Our economy becomes stronger 
aad more dynamic just as do theirs. Technical cooperation is therefore good 
business. 
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The. program can, moreover, be brought to bear in such a way as to lead 
to an improved utilization of Latin American resources that are a great many 
times as large as the amount spent in technical cooperation and in this manner 
can give great impetus to the economic improvement of the area. Through our 
cooperation with the Latin American countries in demonstrating on a limited 
scale how modern technology can be applied, our Latin American neighbors 
become able, if they so chose, to utilize new techniques on a much wider 
scale. Thus, the program is a relatively inexpensive way under which we can 
assist our Latin American neighbors to exploit their existing assets more 
efficiently. 

Although the principal justification of the technical cooperation program 
arises from the economic benefits which we expect to derive by helping our 
Latin American neighbors to be more prosperous, the program has a number of 
secondary results which are also beneficial. These include the following: 


(1) As the Latin American economies become stronger our Latin American 
neighbors become better able to resist communism. 

(2) The economic cooperation involved in the program is the basis for in- 
creased cooperation in virtually all othe: fields. 

(3) The program creates greater good will toward the United States on 
the part of the people who can understand and appreciate the extent to 
which their material welfare is improved, with our cooperation, as a 
result of the program. 


2, Contribution to Technical Cooperation Program of the Organization of 
American States. 


One and one-half million is requested for 1955. 

This program is largely restricted to regional training projects in fields where 
present facilities in Latin America are inadequate or nonexistent. When it is 
necessary to establish independent centers for such instruction, this is done with 
the intention of turning the centers over to existing educational institutions as 
soon as possible while making permanent their inter-American character. At 
the present time the program includes projects in agricultural extension, foot- 
and-mouth disease, home economics, housing, economic and financial statistics, 
evaluation of natural resources and rural education. The purpose of the pro- 
gram is to help the Latin American countries train technicians in the fields in- 
dicated so that the technicians, in turn, may be the instruments through which 
economic productivity in Latin America may be increased. The regional char- 
acter of the program is such as to avoid duplication with the technical coopera- 
tion program of the United Nations or with the bilateral activities of our 
Government. 

The justification for this program is essentially the same as the justification 
given earlier for our program of bilateral technical cooperation. The request 
for $114 million, which is $500,000 more than that available during 1954, is based 
both on the demonstrated success of the program and on our desire to stimulate 
increased contributions from the other American Republics. Although very 
modest in terms of cash outlay, the program is especially important in that it 
provides an opportunity for all the American Republics to participate, using 
their own funds, in a cooperative hemisphere effort to improve their economic 
life. Apart from its economic objectives, the program promotes cooperation 
and understanding among the other American Republics: it is, furthermore, a 
means through which those of the Latin American countries that are more 
advanced economically may assist their neighbors. 

The Tenth Inter-American Conference held in March declared that ‘This 
program is one of the most important activities of the Organization of American 
States, and represents a firm and unmistakable expression of the principle of 
cooperative effort among the member states.” As you may know, Dr. Milton 
Kisenhower in his report on United States-Latin American relations recom- 
mended that “particularly should we continue to support the work of the Inter- 
American Economic and Social Council and to encourage that Organization to 
expand its successful multilateral technical cooperation program among the 
nations of this hemisphere.” 

3. Development assistance 

Nine million dollars is requested for fiscal year 1955. 

This program is in addition to the regular technical assistance program Which 
is carried out in Bolivia. Its purpose is to enable Bolivia to obtain the food 
supplies which it needs to assure that its minimum food requirements will be 
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met and to begin to diversify its economy so that its dependence on tin may be 
reduced, Of the $9 million requested, $5 million will be utilized for the pur- 
chase of foodstuffs in the United States and the remaining $4 million to pro- 
vide agricultural machinery and equipment to be utilized in connection with 
Bolivia’s program of agricultural diversification. The foodstuffs which we are 
shipping will be used to meet the threat of hunger and to avert possible starva- 
tion. The counterpart funds generated by the food shipments will be used to 
further Bolivia’s agricultural expansion and economic diversification program. 
That program, in order to be successful, must include the $4 million worth 
of agricultural equipment and supplies being financed. Unless the program 
succeeds, Bolivia will continue to be dependent upon imported foods which it 
cannot obtain with its present foreign exchange receipts, given the present low 
income from Bolivian exports. 

The program arose from an emergency situation which resulted largely from 
the very drastic decline in the price of tin during 1958. It was begun in Novem- 
ber 1953. Bolivia imports about 50 percent of its basic food requirements and 
was unable, with its reduced income from tin, to purchase the food needed to 
feed its people, especially in the cities. 

The aid given Bolivia under this program has helped and continues to help 
avoid hunger and chaos. This is the principal reason why the Department 
supported the program initially and why the Department continues to consider 
it essential. 

The program has had another important result. It has helped to strengthen 
the position of moderate elements within Bolivia. The Bolivian Government 
now in power accepted Communist collaboration when it seized power in April 
1952. It has, however, become increasingly hostile to communism and is now 
anticommunistic. I might point out that at the 10th Inter-American Conference 
Bolivia supported the United States position with respect to the anti-Communist 
resolution. In a speech during the conference, the Bolivian Foreign Minister 
said, “Bolivia agrees that international communism constitutes an intervention 
in the affairs of America, and that one of its characteristics consists of an 
endeavor to distort for its own ends the genuinely progressive political and 
social movements of the hemisphere.” In a press interview upon his return to 
La Paz, the Foreign Minister said, “Bolivia is in complete accord with the state- 
ment that we will not tolerate Communist intervention, direct or indirect, on 
the American Continents.” In extemporaneous speeches to labor audiences on 
February 16 and 23, 1954, President Paz of Bolivia vigorously attacked coim- 
munism. On February 16, after setting forth the Government’s program, he 
accused the Communists of obstructing its achievement, since they realized that 
“a prosperous people who enjoy a good standard of living do not offer a fertile 
ground for communism.” In short, I am sure that the Bolivian program has 
been of great assistance in maintaining economic and political stability in Bolivia 
and in helping the Bolivian Government to counteract Communist pressure and 
that it should be continued. 


4. Mutual defense assistance program 

Thirteen million dollars is requested for fiscal year 1955. 

This program, which began in 1952, has very limited and specific objectives. 
In time of war we would rely heavily on Latin American raw materials to main- 
tain our economy in full production, and the Latin Americans would in turn 
rely on us for imports which they require to maintain the stability of their 
economies. The maintenance of this vital trade in time of war will be dependent 
on protection of the inter-American sea and air routes of communication and 
certain strategic installations. The purpose of this program, then, is to pro- 
vide Latin American countries with the type of equipment and training they 
will need in order to assume a part of the burden of safeguarding such lines of 
communication and installations. 

Equipment, and training in use of the equipment which the United States 
supplies to Latin American countries under the program, are supplied in accord- 
ance with bilateral military agreements. Such agreements have already been 
concluded with 10 participating countries: Brazil, Chile, Colombia, Cuba, Domin- 
ican Republic, Ecuador, Honduras, Nicaragua, Peru, and Uruguay. These agree- 
ments come within the framework of the Inter-American Treaty of Reciprocal 
Assistance, which established the principle that an attack upon one party to the 
treaty constitutes an attack upon all. The agreements are also in furtherance 
of the resolution on inter-American military cooperation adopted at the fourth 
meeting of consultation of ministers of foreign affairs which urged the American 
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republics to orient their military prepartaion toward the common defense of the 
hemisphere, rather than to confine it to the defense of their individual countries 

The State Department supports this program because: 

1. It is a means by which the other American republics share in the respon- 
sibility for discharging certain roles in the defense of the hemisphere, a respon- 
sibility which we would undoubtedly have to assume in full in the absence of 
the program and which we did assume during the Second World War. 

2. It is a means of encouraging greater cooperation in the military field among 
all of the American republics. 

In addition, with about $100 million already having been invested in the pro 
gram, I am confident that it would be economically sound to invest the additional 
$13 million in it so that the equipment and supplies which will be purchased 
under appropriations already made may be adequately maintained and that the 
armed forces of the participating Latin American countries may receive adequate 
training in their use. 

Mr. Hotianp. The program that we are here to discuss for you 
today consists of four segments. The Department of State for which 
I am speaking supports all four segments of the program, the mutual 
security program for Latin America for fiscal year 1955. I will 


mention briefly the four segments and our views with respect to them. 
BILATERAL TECHNICAL ASSISTANCE PROGRAM 


The first is the bilateral technical cooperation program for which 
we propose an appropriation of $23 million for fiscal vear 1955. 

The purpose of this bilateral program is to assist the various Latin 
American countries by helping to demonstrate how they can improve 
the utilization of the resources that they have accessible and available 
to them on which the strength of their own national economies must 
very largely depend. 

We recognize that such strength as those economies may have must 
derive very largely from their own resources. This country cannot 
afford to undertake, if it were disposed to do so, to underwrite the 
economies of the remainder of the world or the remainder of this 
hemisphere. 

However, we can in many instances make a contribution to strength- 
ening those economies by assisting those people in the more effective 
use of the resources presently available to them. 

That is the goal of this program and, in general, is the goal of our 
entire economic policy in Latin America, to make a contribution by 
this Government to the establishment of strong, self-reliant economies 
in these various Latin American countries, and I repeat that it is 
our judgment that those economies must stand or fall and must rest 

very largely on their own resources. 

We support this program and, particularly, the segment of it to 
which I am addressing myself, because we think that it is in the 
economic self-interest of our own country that strong economies exist 
in the other countries of this hemisphere. 

The Cuamman. You say the total amount you are asking for is 
$22 million. 

Mr. Hoxianp. $23 million for this particular sector of the program, 
or a total of $47 million for the entire mutual security program in 
Latin America for the year 1955. 

The Cxarrman. How do you divide it up? 
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Mr. Hotianp. $23 million for the bilateral technical cooperation 
program; $1.5 million for the technical cooperation program of the 
Organization of American States; $9 million for development assist- 
ance, which is a special category, and is largely designed to sustain 
the country of Bolivia in a chaotic period through which it has passed 
and from which it is emerging; and, finally, $13 million for the mutual 
defense program, which is the military phase of our activities in these 
countries. 

So we have $24.5 million for the technical cooperation programs, 
the bilateral and the Organization of American States; we have $9 
million for development assistance; and we have $13 million for the 
mutual defense, which is of a military nature, 

Does that answer fully your question, Senator? | Deleted. | 

The CHatrman. How do you apportion it out in amount in the 
different countries ? 

Mr. Hotitanp. Mr. Hardesty will be able to discuss for you the 
particular programs for each country. I simply wanted to address 
myself to the underlying policy supporting these programs, and which, 
in our judgment, is sound and justifies our support. 


PANAMA CANAL NEGOTIATIONS 


The CHatrman. What is the present status of our negotiations with 
Panama? Are we going to work out satisfactory arrangements with 
respect to the canal? 

Mr. Hotzianp. Senator, I think so. Those negotiations have been 
exceedingly protracted. They began months before I came to work 
for this Government. We have pushed ahead with them during the 
past few months. 

This Government worked out and submitted to the Panamanians 
a proposal which I consider generous. They asked, before they went 
back to report to their government, that I, as distinguished from the 
representatives of the Department of State who have been negotiating 
with them, sit down and conduct a series of talks with them myself. 
I have told them that I will be glad to have that series of talks, and 
I am now having it, because I want them to leave with a feeling that 
there has been nothing that this Government can do, consistently with 
the protection of the interests of our own Government and our own 
people, that we have not done. 

I believe that we are going to demonstrate to them that while what 
we will do for them will not satisfy everything that they want, that 
it nevertheless abundantly justifies our assertion that we are aware 
of their needs, that we want to cooperate with them, and that within 
the limits of intelligent protection of our own interests we will do that. 

The Cuarrman. I know, but have you gotten anywhere with them, 
that is my question ¢ 

Mr. Hotiann. Yes; I think so. They are still—— 

The Coarman. Anything definite? 

Mr. Hottanp. Something definite would be an agreement with them 
as to what we were going to do. We have not reached an agreement 
with them as to an overall program. We have not agreed with them 
on each point that they have raised with us. 
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We have agreed with them on a number of points that they have 
raised with us, and there are still under consideration several points 
on which we have not reached agreement. [ Deleted. | 


ARGENTINA 


The CHatrMan. You have not yet got that from Peron ¢ 

Mr. Hoiianp. I have not got it from Peron yet. | Deleted. ] 

The CuHamman. How about the general situation otherwise of 
Peron and his government? How do you characterize that ? 

Mr. Horzanp. I think that our relations with Argentina, which 
have over substantial periods of time in the past been exceedingly 
bad. are improving. | Deleted. | 

The Cuatrman. Now, this breakdown that you spoke about and 
which I find laid out in this exhibit before me shows, if I am right, 
a total of $47 million; is that right? 

Mr. Hotianp. Yes, sir; that is correct. 

The Cuatrman. That is technical cooperation and is mutual defense 
assistance. I do not think that there is any need to spend a great 
deal of time making specific references to these individual items. 

The amount is relatively small compared to what we have been 
listening to in the last few days. 


IMPROVING RELATIONS WITH LATIN AMERICA 


I am interested, sir, however, in getting your own reactions, as to 
what, if anything, this will do to improve relations between these 
countries and ourselves. What else, outside of giving money aid, 
should be done? We are all cognizant of the fact that we may be 
in hemispherical contests, and that there must be some ideas that 
would bring about a tie, between these nations and ourselves, a good 
deal stronger than we have at present. If you have any such sug- 
gestions I would welcome them at this time. 

Mr. Horxanp. I am delighted to address myself to that question. 

I have not worked for this Government long enough—I believe I 
have completed 4 months today—to know precisely what subjects 
should be brought up in precisely what meetings, but I have strong 
feelings on the subject that you have raised as to how we can 
strengthen our ties, not emotional and sentimental ties, but our ties 
of common interest with these countries, those being the ties which 
would have to carry the weight of any world crisis in which we might 
find ourselves. 

I think this, Senator: This technical cooperation program is an 
excellent thing because it assists these people in getting the maximum 
benefits out of resources presently available to them, and I endorse 
it without the slightest reservation in all of its phases, and I then 
go on to add that I do not think that it is enough. 

The inadequacy is not inadequacy of money; it is inadequacy of 
action on our part. By that, I mean the following: 

We have said to the Latin American states that we believe in ex- 
panding stronger, mutually more profitable trade. They believe that 
their own future lies not solely and exclusively along roads subsidized 
by this Government, but must lie, as it does hie, down roads in which 
they support themselves. 
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They recognize that, being situated in this hemisphere, much of 
their foreign trade must be with the United States. They do not 
look forward, in my judgment, to unlimited trade with the United 
States without any obstacles. They do not look forward to a free 
trade area in this hemisphere, nor do I, nor would I recommend it. 

But I do believe that this Government must, or should—because 
you cannot say that any government must do anything—this Govern- 
ment should and would be wise if it did demonstrate to the states 
of this hemisphere that we believe that our own selfish best interests, 
as well as their own, would be served by a policy which will not reduce 
below their present levels exports from Latin America to this country 
either through the imposition of quotas or through the increasing of 
tariffs or by any other measures which would restrict the limited 
access to our markets now enjoyed by those countries. 

I know that in making this statement I am taking a position opposed 
to that occupied by strong and intelligent and sincere sectors of our 
own thinking people. However, that does not deter me from taking 
this position because I believe that if we permit the conviction to be 
established in the minds of thinking people in Latin America that 
this country, instead of implementing the foreign economic message of 
President Eisenhower of last March 30, instead of implementing that, 
sincerely and with enthusiasm, is grudgingly or otherwise moving in 
the direction of economic isolation, then I believe that we cannot ex- 
pect or count upon the kind of cooperation from these countries that 
we believe to be essential in the event of a world crisis. 


LOANS TO LATIN AMERICA 


Lastly, I believe—and I am trying to address myself fully and with- 
out reservation to the question that you asked me—TI believe that we 
must demonstrate, that we should demonstrate to the countries of 
Latin America that we are prepared to assist them through loans and 
not through gifts or grants, through loans, through the Export-Import 
Bank and to the extent that we can influence it through the World 
Bank, loans which are sound, economic, in the interests of this country, 
not fuzzy loans, but loans which will contribute to their economic 
development. 

I conclude by saying this: Senator, if, as you may know, we go to a 
conference in Rio de Janeiro next November, at which we will review 
with the other American states our economic relations, I believe that 
if we can go to that conference in a position to say without fear of hav- 
ing our statement demonstrated by acts to be untrue, in a position to 
say that, “One, we will assist you in developing your own resources by 
these economic assistance programs; we will afford to you the incentive 
to follow the road of private enterprise rather than Government inter- 
vention in business; we will assist you by furnishing that degree of 
incentive that is afforded by your present exports to our markets,” 
without which they cannot have substantial and self-reliant economies, 
“that we will and we have in the months preceding this conference,” 
which would be next November, we will adopt and we have demon- 
strated that we have adopted a policy of willingness to make loans for 
sound projects for which capital from private enterprise is not avail- 
able but which projects will contribute concretely to the strengthening 
of your economies, and which projects and loans are sound and repay- 
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able,” I believe that we can then have confidence that while we will not 
have satisfied the aspirations of some sectors of thinking, because there 
are plenty of irresponsible and impractical sectors abroad, we will 
have, however, satisfied those aspirations that I think are justified and 
sound, and we will have contributed a great deal to guaranteeing the 
kind of relationships with these countries that I believe you want. 


EQUALITY OF TREATMENT FOR AMERICAN CAPITAL 


The Cuatrman. Well, of course, we are very grateful for those 
suggestions. 

It seems to me, that there are several things that we have got to 
get across to our South American neighbors, and those are the Anglo- 
Saxon concept of the validity of the contract. To a certain extent 
some of those countries have not always looked upon foreign capital 
as having to be repaid. I think that there is plenty of capital i in this 
country that would be tickled to death to go south if they could be 
sure of the equality of treatment. 

Perhaps you have some suggestion as to how best to get across, 
without injuring our relationships, the necessity of that. 

At the United Nations several years ago several of those countries 
took the position that the right of expropriation was a fundamental 
right. It did not help them to get capital here. It seems to me that 
that is needed for the development of South Americ: 

I feel that the Anglo-Saxon concept is something that had a lot 
to do with developing ‘this c ountry right here. We hi ud foreign capital. 
We considered it as a loan that had to be paid. This helped build this 
country. 

I recognize that we have got a job down there, and I, in my position, 
personally feel a responsibility in that direction. We have set up a 
subcommittee, and a number of our Senators have visited these coun- 
tries, and have created in that respect maybe a small fellowship that 
is necessary. But if you have got any other ideas we would like to 
have them. I notice that in the amount there was $192,000 for Guate- 
mala. I presume it is not the intention of the administration to assist 
Guatemala, regardless of the regime in power? 

Mr. Hotianp. No, sir; and I would like to speak to your first ques- 
tion, if you do not mind, and then any others that you may want me 
to move on to and speak about. 

The Cuarrman. Go ahead. 

Mr. Hotianv. You have said that you feel that an essential for the 
development of sound and self-reliant economies in these countries is 
respect for contracts. 


UNITED STATES ECONOMIC POLICY TOWARD LATIN AMERICA 


A couple of months ago I made a speech in New Orleans in which 
I outlined what I believed was the economic policy of this Govern- 
ment with respect to Latin America, and then I turned up my coat 
collar and waited for the brickbats and, to my sincere amazement- 
and I have not gotten over it yet—I was not attacked from any area 
of Latin America with the exception of the Communist press ‘which 
attacked me pretty vigorously, and that was a compliment, in all of 
the different countries. 
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In that speech, Senator, I said that the goal of this Government 
in its economic relations with Latin America would be to make a 
contribution to the establishment in those countries of strong and 
self-reliant economies; that the reason for our goal in that respect 
was that it was to the selfish interest of our own Government that 
there be strong econo:nies in those countries. 


ENCOURAGEMENT OF PRIVATE ENTERPRISE 


That in determining how we would make our contribution we would 
be guided by certain fundamental principles: first, that we recognize 
in those governments the right to carve out their own destinies, to 
establish the kind of economies that they want and the kind of eco- 
nomic systems that they want, but that we believe here that a system 
of private enterprise is the system that created whatever strength 
our economy has, and that any alternative system will not produce 
the results in terms of strong economies that will the system of pri- 
vate enterprise, and, therefore, that our contribution in this field 
would predominately be made to those programs that are consistent 
with the principles which we believe cause. whatever strength our 
economy may have. 

I went on to say that these principles that we felt would, if present, 
encourage our participation and our assistance included among others, 
the following: 

First, the conviction that the best role of government should be 
to abstain as greatly as possible from direct partic ipation in private 
business, leaving the business world for businessmen. 

Second, that one of the most important contributions that gov- 
ernment can make to a strong economy is to bring about those con- 
ditions which encourage private business to engage itself in programs 
that produce more wealth and more services and more goods for the 
people of that particular country. 

I went on to say that it struck me that what a government could 
do, among other things, to create conditions favorable to private busi- 
ness, included, (1) assurance to businessmen that the sanctity of con- 
tract rights would be respected; (2) to assure to businessmen, not 
by words but by acts, that the sanctity of property rights would be 

respected; (3) convince businessmen that in that particular economy 

they would have not a guaranty but an opportunity to earn a reason- 
able rate of return on their investment, and assurance that in busi- 
nesses where the rate of return is fixed by the government. as in utili- 
ties which are properly subject to government control, that that rate 
of return would be adequate to enable those companies to attract new 
capital. 

Next, that such a government would take measures to insure that 
its currency was reasonably stable and, lastly, that it would convince 
businessmen that the government’s policies in the economic field were 
stable and not subject 1 to violent changes without warning and at fre- 
quent intervals. 

I recognized and stated that during the war such complete, abrupt, 
and violent changes In economic policies of governments were in- 
escapable, that private business had recognized ‘it and had cooperated 
loyally; but that we could look forward, I hoped, to a period of rel- 
ative stability, a period when the burdens upon us caused by military 
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dangers are great, but. where those burdens appear to be relatively 
stable for the foreseeable future and, therefore, that we could and 
should work toward stable and long-term policies. 


EQUALITY OF TREATMENT 


Finally, I will say this, Senator, that it strikes me that a secret 
of successful economic and political relations with these countries 
lies in treating them as adult governments, lies along lines of saying 
that, “We will accord to you the treatment”—not in these words, but 
I am trying to get the idea over and not the method of expression— 
“We would accord to you that type of treatment that we accord to 
stable, responsible, productive, and constructive goveriments, and we 
will expect of you the kind of conduct that characterizes that kind 
of government.” 

I believe that these governments do not want treatment from us 
that is the kind of treatment that you accord to an unstable, un- 
predictable, irresponsible government, and that if we call upon them 
or demonstrate that we expect stable and responsible reactions, we 
will be more apt to get them. 

All of that extended statement, sir, was provoked by your asking 
me what I thought about respect for contract rights as being an essen- 
tial of sound economic relations with these countries, and I have tried 
to tell you without going too greatly into detail, my own general 
views as to the characteristics that should identify sound economic 
relations in this hemisphere. 

The Cuarrman. Are you satisfied that those ideas made an impact 
and that they thought these were guiding principles for their 
countries ? 

Mr. Houianp. I am satisfied that they will be understood in Latin 
America, because when whoever occupies the position that I occupy 
currently speaks, when that individual speaks, saying that he believes 
that this is the policy of his government, why it comes to the attention 
of the people. 


FUTURE ECONOMIC RELATIONS WITH LATIN AMERICA 


I went on to say this: That at the Caracas Conference we had been 
fully informed of the problems in the economic field that interest 
these other governments. We were apprised of their aspirations 
and what they want. 

I said that there was substantial discord, substantial disagreement 
in this field at that Conference, which did not disturb me in the least, 
and which I felt was constructive because people have to be able to 
sit down and disagree with each other before they can work out 
problems. 

I felt that it was my function in the interim between the Caracas 
Conference and the Rio Conference to undertake within our own 
Government, to determine the policies that will control our actions in 
the economic field, and that it was then my responsibility to go physi- 
cally to each of the other capitals and sit down with the responsible 
government officials there and say, “At the Rio Conference, gentle- 
men, my Government will be guided by these policies and will make 
moves that are consistent with these policies and will not make moves 
that are inconsistent with these policies. 
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“Now, I hope that you will let me know what your policies will 
be at the Rio Conference so that we can do these things, so that in 
the interim between now and that meeting, we can work out as many 
as possible of the bilateral problems that we have got, such as those 
that we have with Panama, so that each of us can, to the greatest 
extent possible, abstain from making proposals or bringing up propo- 
sitions that he knows in advance the other will not go along with, 
and so that each of us can during the interim between now and 
Rio be working hard and in good faith to bring our respective policies 
more into line with each other where they are inconsistent. 

I had in mind, Senator, such specific proposals as these which were 
made to us and supported with great vigor, as Senator Green will 
recall, at Caracas: (1) A proposal that this Government should 
undertake some sort of a price-subsidy program for all products of 
Latin America or for all basic products of Latin America in this 
hemisphere. [Deleted.] That is something that this Government 
cannot even begin to consider. It is something that would bankrupt 
our economy and yet, because of the fact that these governments had 
not had it emphasized to them cordially, in a fr iendly and cooperative 
and in a constructive but firm manner, that this was the policy of our 
Government, we wasted many man-hours of work at Caracas debat- 
ing that idea. 

Now, it is my feeling that if I move objectively, with a determina- 
tion to hear anybody out who wants to be heard, a determination 
not to let emotion get into it and with a determination not to do 
anything that is not in the interest of his Government in order to 
achieve ‘agreement, that I can go to these countries and largely elim- 
inate that kind of a proposal from the Rio Conference, and, perhaps 
some others that are equally impracticable. 

The Cuarmman. Senator George, have you any questions ? 

Senator Grorar. No; I have no questions. 

The Cuarrman. Senator Green ? 

Senator Green. Yes, Mr. Chairman. 

In the first place, let me say I had the great privilege to hear 
Mr. Holland explain so enthusiastically and so convincingly and 
persuasively the argument for continuing this help which we are 
giving to South America, both in their interests and in our interests. 
‘And I do not think we could have had a better advocate of the cause, 
and I was sorry to miss the very beginning of his presentation. But 
what I have heard, I must say, that I would agree with almost 
entirely. 

In order to bring out these points, perhaps even more effectively, 
I would like to quote from the report I made to this committee last 
January. In November and December I was sent on a mission to 
the South American countries and on my return made a report 
which has been favorably received by those who read it. I think, 
our record of this meeting, it would be just as well to draw atten- 
tion to 1 or 2 things I said, and ask Mr. Holland to comment, if he 
cares to, on them. 


Proeress or TECHNICAL ASSISTANCE 


I shall limit these questions to what is called by the Government 
our technical cooperation, what used to be called point 4. I think 
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the change in nomenclature was a mistake. However, it has 
nothing to do with the merits of the question. 
Now let me read, and let you comment, if you will. I said: 
The point 4 program of technical assistance has been in operation in Latin 


America for a number of years longer than in the rest of the world, and so more 
concrete results can be seen in Latin America than elsewhere. 


Then I go on to give illustrations of concrete results and the 
number of countries where it has been proved to the peoples there 
as well as their governments that it is really helpful. 

[ say, of course, therefore, we do not have to look to the future for 
promises of what may be done; we can point to the past and show 
what has been done. I say: 

Much, of course, remains to be done. It would be a grievous mistake to end 
the program simply because it has achieved gratifying results. On the contrary 
the program should be continued and strengthened. 


SEPARATING TECHNICAL ASSISTANCE FROM CAPITAL INVESTMENT 


The time has come, however, to take a more hard-boiled attitude in connection 
with what the program should properly do as technical assistance, and what it 
should not do either as capital investment or as contributions to local government 
operating expenses. 

If the costs of the program are to be held within feasible bounds, and if it is to 
win its maximum support from the people of the United States over a long term, 
it must be strictly limited to technical assistance and it must be in each instance 
a cooperative venture between the United States and the other country concerned. 
Every activity undertaken should be one which the United States can in the fore- 
seeable future pull out of and leave to local operation. 


If I might have your comment on that? 

Mr. Houuanp. In general, I think that those are goals that‘are de- 
sirable. I would like to read the report because I think much that you 
say has exceedingly great merit, and is precisely what I believe myself. 
| have not heard it before or I would comment on it in greater detail. 

Senator GREEN. I point out that: 


Point 4 is a justified drain on the United States taxpayer only if it helps the 
United States. It does just that. 


Then I go on to point out how. I say: 


PornTt 4 on TECHNICAL ASSISTANCE 


These concrete benefits are widely attributed throughout Latin America to 
point 4, or as it is known in Spanish “punto cuatro.” There has been of late 
an ill-advised tendency on the part of our Government to call the program by 
another name “technical assistance” which is all too often confused with the 
United Nations, or “the United Nations technical cooperation program,” or some 
other even more jaw-breaking name. A well-known trade-mark is a valuable 
asset, and it is to be hoped that the United States will not throw away its invest- 
ment in the name “point 4”. 

Mr. Houianp. Do you want me to comment on the use of the name? 

Senator Green. I would be glad to have your comment on that. 

Mr. Hotianp. I had not had brought to my attention, and I have 
not thought about and I do not have convictions with respect to the 
relative merits of the two names. 

I am impressed by what you say, but that is a subject on which, 
strangely enough, I had not thought whether it should be called tech- 
nical assistance or point 4, because I thought more about what we were 
doing and what we were trying to accomplish than the label that we 


put on it. 
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Senator Green, I think it is worthy of serious consideration by iN 
State Department because I really think you are throwing away : 
valuable trade name, 

Mr. Hotianp. I recognize that any name which has achieved favor- 
able notoriety or favor able public acceptance is an asset, and I will go 
further and say that anything that you recommend that I think upon, 
1 will think upon. 

Senator Green. I make another suggestion: 


ADMINISTRATION OF TECHNICAL ASSISTANCE 


The program should also be maintained organizationally and administratively 
as a separate entity. Attempts to integrate it with other foreign programs which 
differ in size, purpose, and character will only destroy point 4’s identity and con- 
fuse its activities and lessen its established prestige. 

Now, may I have your comment. 

Mr. Hotianp. That is should be maintained as a separate entity, I 
readily agree to that. That is a statement which to one man may 
mean one thing and to another man another thing. I do not know 
what it means to you, but I believe that it should be maintained as a 
separate entity, that it should not be made a part, for example, of a 
program that we may be undertaking in southeast Asia or some other 
area of the world. I believe that our problems i in this hemisphere and 
our relations in this hemisphere and our actions in this hemisphere are 
all characterized by factors that are different from those prevailing in 
those same relationships and those same actions elsewhere in the world, 
and, believing that, I have made the statements with respect to your 
quotation that I have just made. 

Senator Green. Thank you. 


CONCENTRATING ON THE REALLY UNDERDEVELOPED COUNTRIES 


Then I make a considerable list of recommendations and I just draw 
your attention toone. It is the third: 

Continuation of the point 4 program under whatever name it is best known by 
locally with greater emphasis on technical assistance and a review of the ratio 
of United States contributions to local contributions. Consideration might well 
be given to adjusting United States contributions upward in a poor country such 
as Haiti, which now contributes three times as much as we do, and some of the 
wealthier countries the United States contribution might well be scaled down. 

Mr. Houanp. In order to comment intelligently, and I do not want 
to waste the time of the committee by any other kind of comment if I 

‘an avoid it, I would have to have some knowledge of the specific pro- 
gram that we have under consideration in asking whether our contri- 
bution should be increased or decreased. 

But I will say this: that I think that the ‘areless, unrestrained ex- 
penditure of money in a Latin American country is a great mistake. 
I think that by such expenditures of money, whether through technical 
assistance, aid of any character, or any other governmental ‘activity, we 
hurt ourselves. 

That is a concept for which I have not yet found words that satisfy 
me as a means of expression, but it is a conviction which I feel with 
considerable intensity and I would not espouse any assertion that we 
should spend more money in any poor country because it is a poor 
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I believe that our expenditure in every country should be determined 
by the conditions prevailing in that particular area and the character- 
istics of the specific program that is under consideration, because these 
countries, from the poorest to the wealthiest—I will put it this way: 
the segments of public thinking in these countries, from the poorest to 
the wealthiest, believe, in my judgment, that their futures should be 
achieved by their local assets, whether material, spiritual, or human, 
and any evidence of a feeling on our part that we will take over those 
local problems and solve them for the local people does not help us. 

It evidences an approach that I think at times has characterized 
some of our thinking, and that is that we are seeking emotional, senti- 
mental ties with these countries. I do not conceive that we are. 

It is my feeling that emotional and sentimental ties are very fine 
things, but they are byproducts of government policies that do not 
have emotional and sentimental goals. 

For example, if in order to strengthen our own trade with these 
countries we resist very understandable efforts to limit our trade with 
these countries, we will achieve a hard economic benefit, and we will 
have as an excellent byproduct genuine friendship from responsible 
people in that country. That is the way I think we should go about 
achieving emotional ties. 

sut- when you go to a man and say, “I am going to spend a lot of 
money in your country so that you will think I am a good fellow,” 
if he is a man of any cynicism at all he is contemptuous of all that, 
and I know that you, almost more than anybody else, or that you as 
much as anybody else, realize the truth of what I have just said 
because we have talked about it in the past. 

Senator GREEN. It isa great satisfaction to me to find we are in such 
perfect. agreement and that, in your opinion, as well as mine, special 
consideration must. be given to the conditions in each country—— 

Mr. Hotzanp. Yes. 

Senator Green. Not only in each country to which aid can be given 
but on the ultimate objective of helping our own country by the aid 
which is given. 


BENEFITS OF EXCHANGE PROGRAM 


Mr. Hotuanp. Senator, do you mind—I am abusing your patience 
here, and I always wind up doing it when I get down before a com- 
mittee on the Hill because I so welcome these opportunities to talk 
to you—do you mind if I tell you one more thing, and this ties, Senator 
Wiley, back into your question to me as to what concrete thoughts I 
had as to how we might improve our relations? 

A very concrete conviction in my mind that bears on both of these 
problems is the following: there are very few expenditures of dollars 
that more immediately pay off in terms of strong relationships with 
these countries than the dollars spent in exchanges of persons. 

The Communist problem in these countries is one the gravity of 
which you understand as well as I, and probably better than I. It is 
a problem that has its roots in, among many other areas, among work- 
ing classes, the people who comprise trade unions, the people who 
listen to their local labor leaders. 

Dollars spent in bringing an influential, vigorous, intelligent Latin 
American labor leader to this country and demonstrating to him how 
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the non-Communist system of free nations produces more for working 
people than does the highly colored, turbulent, impractical system of 
communism as it is preached and fomented in Latin America, such 
an exchange of the people does a great deal to solve our Communist 
problem. 

I am appalled at the fact, if these figures be accurate, and I think 
they are, that the Russians, or the Communist complex of states, took 
behind the Iron Curtain from Chile last year 100 labor leaders to 
educate them and feed them propaganda and send them back, if not 
convinced as regards communism, at least with doubts in the merits 
of our system; whereas, while a hundred labor leaders, if that is the 
accurate figure, went behind the Iron Curtain from Chile alone, we 
brought 25 labor leaders from all Latin America to the United States. 

Now, I am speaking with a degree of emotion that I do not like to 
allow myself, because when you get to yelling like this, why, you do 
not convince the people that you are talking to, but the cold fact. is, 
it seems to me, that a vigorous program for the exchange of labor 
leaders, of student leaders, of teachers, of educational leaders with 
Latin America, a program that not only is vigorous and intelligent in 
its dimensions but also in the treatment that is accorded to those 
people when they get here is a program which, as much, certainly as 
any other that I can think of, would contribute toward creating in 
these countries the kind of loyalties, convictions, that we think are 
essential to the best interests of this country. 

And last, we have got in many of these capitals American schools 
to which I know local people like to send their children. [ Deleted. ] 
There is nothing that we do that goes as far or goes much further 
anyway to create individuals in a community who truly and sincerely 
believe in cooperation and loyalty to the same principles to which we 
are loyal, there is nothing that does it to a greater degree than these 
American schools, and support from this Government and interest 
from this Government in those American schools is a very productive 
activity. 

I am going to shut up now, and I will answer questions yes or no 
from now on, and not abuse your patience. 

Senator Green. Thank you very much. 

There are a couple of questions I would like to ask on other subjects. 
I would like to get answers to two grievances on the part of South 
American countries. 

One of the advantages in the Foreign Relations Committee’s send- 
ing from time to time its members to investigate different parts of the 
world is that they sometimes get a different point of view than if they 
were relying entirely on information furnished from the State De- 
partment. Sometimes the State Department is unaware of these 
grievances, and sometimes it suppresses the information about them. 
I do not mean to say that this is the case in either of these two situa- 
tions which have recently come to my attention; and I would like to 
take advantage of this opportunity to get your answers. 


MILITARY ASSISTANCE FOR HAITI 


I find that Haiti would like to be included in the military-assistance 
program and, particularly, feels left out because the Dominican Re- 
public is included. 
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Haiti has a fairly large army [deleted] and it is strategically located 
on the Windward Passage where many ships were sunk in World War 
II. It also provides a significant link between Puerto Rico and Cuba, 
and so I wonder why she should not be included in the military- 
assistance program. 

Mr. Hotianp. General, I guess you are'the man to talk on that, are 
you not? 

General Stewart. I do not think I am the man to talk on it; but 
we administer this program after these countries are clearly eligible 
and necessary for our defense. 

I do not know why Haiti has not be included in that. [Deleted.] 

Senator Green. Would you look into the matter and let us know 
later ? 

General Srewarr. Yes, sir; I would be very glad to. [ Deleted. | 

(Classified information was subsequently furnished the committee. ) 

Senator Green. Thank you very much. That is all. 

The Cuarrman. Senator Fulbright? 

Senator Funsricur. I yield to the Senator from Iowa, at least 
temporarily. 

Senator Gittetrre. I want to ask 3 or 4 questions to develop this 
breakdown, but before I do that, I just want to make two very brief 
statements, Mr. Secretary. 

One is that I find it much easier to develop enthusiasm for this 
program than some of the other programs that are being presented 
fain I am very strong for this assistance. 

The other comment which is purely voluntary on my part, is with 
reference to the political philosophy stated in New Orleans. I def- 
initely agree with you as to the value of private enterprise and a 
minimum of government interference with business, but I complement 
that by stating that I am also opposed to business’ unwarranted inter- 
ference with government. I think that is part of my political 
philosophy. 

HOW THE FIGURES WERE ARRIVED AT 


I note this breakdown of assistance by countries is in various 
amounts for mutual defense and technical cooperation. How were 
those reached? By request of the recipient government or by con- 
sultation with them ? 

Mr. Hoiianp. I believe Mr. Hardesty has the accurate figures on 
it. 

Senator Gruterre, Yes. 

Mr. Harvesty. Senator, those were all broken down under the indi- 
vidual country tabs in your books there. 

Senator Grtterre. Yes, I have it right here. 

Mr. Harpvesry. They are reached, based upon plans. As was stated 
earlier by Senator Green, I believe, this is a continuing program. 
We have been in business more or less for 13 years. Some programs 
are carryovers. We turn over many programs to the countries and 
we pick up others. This is done in consultation with the governments 
concerned and upon requests based upon how much we need to con- 
tribute compared to what they can contribute, as was also mentioned. 
The plans are made as to proper expenditure to be made on certain 
projects in the individual countries. 

Does that answer the question ? 
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Senator Gruterre. Yes. Well, it partially answers my question. 

We will just use specific instances here. Here is ( ‘hile. | Deleted. | 
Does that represent her request for assistance or does that represent 
« conclusion that we reach as to what could be advantageously fur- 
nished to her ? 

Mr. Harpesry. It is a combination of both, sir; also it includes the 
salaries of our technicians, which we designate, and are not designated 
by Chile. We say what we pay our people and what we can hire 
them for. Some of our backstopping within Chile, office supplies 
and other things that we furnish our people, are included. 


DEVELOPMENT ASSISTANCE FOR BOLIVIA 


Senator Gitterre. All right; my next question : I note that almost 
20 percent or one-fifth of this total of $45 million is $9 million for 
development assistance to Bolivia. Whi: at does that comprise ? 

Mr. Harpesty. Senator, Bolivia is the only country in Latin Amer- 
ica with wane we have a development-assistance program. 

Last year, because of a decline in the price of tin, on which Bolivia 
depends cael for her support, a critical situation arose in the 
Bolivian economy. It was on the basis—I do have some figures on 
Bolivia here. Excuse me, if you do not mind, I think I can cut this 
down. 

Senator Giterte. Yes. 

Mr. Harvesty. The primary objectives of the program for which 
the $9 million you speak of will be spent are, first, for food. Bolivia 
imports approximately 50 percent of her food. Basically it is to 
avert possible starvation in that country; and, second, through the 
creation of counterpart funds to help increase domestic food produc- 
tion through diversification of their agriculture. 

We are trying to help get a little better balance to Bolivia’s econ- 
omy, which has always, since the Spanish colonial times, been 
dependent upon the mining industry in the country. 

We feel that we have attained the first objective in regard to food 
by shipping from the United States surplus agricultural commodities, 
principally wheat. We have also made a start in increasing Bolivia’s 
domestic food production by the provision of agricultural machinery, 
and a few small agricultural processing plants. We have gone into 
livestock-breeding improvement and we have inaugurated develop- 
ment projects, with help from our own technicians down there. 

If you care to go down to more specific 

Senator Giuterre. That answers it partially, but let us shorten it 
up. 

Mr. Harpesty. Yes, sir. 

Senator Grtterrer. The $9 million then is not designed to develop 
the tin industry ? 

Mr. Harpestry. No, sir. 

Senator Giutetree. It is designed to help in her economy by various 
relief and rehabilitation assistances. 

Mr. Harvesty. Yes, sir. It is basically food, agriculture and food, 
that is No. 1. 

Senator Giuterrer. Yes, sir. 
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REGIONAL PROJECTS 

Now, my next question is what are these regional proje ts [delete ||? 

On page 483, where you break down mutual defense, technical 
cooperation, development assistance, country by country, the next to 
the bottom item is a large amount [deleted ] for regional projects. 
My question is what are those projects and in what regions? 

Mr. Harpesty. [Deleted.| Most of the amount comes under the 
heading of “Mutual Defense Assistance.” 

Senator Gruterrer. Yes. 

General Stewart. That is my question. 

That money comes under the mutual-defense-assistance program and 
represents equipment and supplies which we have not yet definitely 
consigned to any particular country ; training [deleted | ‘and packing, 
handling and crating for that area. [ Deleted. | 

Senator Gitterre. Well, General, you say for that area. Now my 
difficulty is, I see broken down here certain sums for mutual defense 
in Cuba, the Dominican Republic, and so on. Then I see this sub- 
stantial item [deleted] for a regional project, but what region? 

General Stewart. It is title IV, as it is known in the legislation, sir; 
Central and South America. We do not break down the packing, 
handling, crating expenses by country. We know that we have to 
pack and ship and in all of our programs for every region that is 
handled and accounted for on a regional basis. 

Senator Gitetre. Then, General, that means that this sum of 
money for regional projects can be spent anywhere you want to to 
provide this assistance in Central or South America? 

General Srewart. Yes, sir. It does 1 not lend itself to saying that 
you are going to spend $2 million for packing and handling and 
ship ping ‘something in one country; you do not know exactly what it 
is going to be. 

Senator Ginterre. All right. 


DOMESTIC COSTS OF TECHNICAL ASSISTANCE PROGRAMS 


Now, my next question, is the last item, which is domestic program 
cost, $1,471,600. You are furnishing technical cooperation to this en- 
tire list of countries in substantial amounts; then you wind up with a 
domestic program cost of another $1,471,600. What is that? 

Mr. Harpesty. That is United States backstopping for technicians 
and technical services to trainees in the United States. 

Senator Giuterre. It is not included in the aid for each of these 
countries in technical cooperation ? 

Mr. Harpesry. It is envisioned in the total; yes, sir. It is part of 
the twenty-three and a half million. It is part of the total, but it is 
a breakdown of domestic costs of the program. 

Senator Grtterre. Now, my question is in Peru you provide $1,769,- 
300 plus for Peru by way of technical cooperation. 

Mr. Harpesry. Yes, sir. 

Senator Gmerre. Does not that include administration costs? 

Mr. Harpesty. No, sir; not within Peru, but, you see there are other 
costs in our office in W ashington, the backstopping, for example, that 
we get from various departments within the Government, the Depart- 
ment of Agriculture, for example. 
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Senator Grttetre. Then your designation of this as domestic pro- 
gram costs refers to the United States? 

Mr. Harpesry. United States; yes, sir. 

Senator Guerre. That is in addition to all of these other sums 
that you are asking? 

Mr. Haropesty. It is in addition to the country sums by individual 
countries. It covers the whole field. 


TRANSFERABILITY 


Senator Gitterre. You have broken these figures down for the 
purposes of the study here, and you wish, in connection with this 
legislation, to leave these flexible so that you can transfer from one 
country to another in that area in any amount you see fit? 

Mr. Harpesty. I believe that is right. 

Senator Gititetre. Within the limit, of course, of the overall 
amount ? 

Mr. Harpesty. Yes. 

Senator Gitterre. And that is the way you want it to be passed as 
legislation ? 

Mr. Harpesty. Yes. 

Senator Gitterre. How does this compare with our previous pro- 
gram, fiscal year 1954? 


COMPARISON OF PROGRAM WITH LAST YEAR 


Mr. Harpvesty. There are two comparisons. There is a chart—I 
can give you the figures though: on 1954 program was $24,342,000, 
excluding $1,000,000 for the Organization of American States. Our 
domestic program costs were $983,000. This year, fiscal year 1955, 
we are asking for $23,500,000, of which, as you mentioned, $1,471,600 
are domestic program costs. 

Senator Guerre. The total program then of $45.5 million with- 
out adding this $1.5 million for OAS is a little less than double what 
we paid for this area last year ? 

Mr. Harpesry. No, sir. It is not. You see, you are talking about 
the overall picture, Senator, and I was speaking of technical 
cooperation. 

Senator Gitierre. I see. 

Mr. Harpesty. The defense part was not included in the figure 
you gave, the overall figure for 1954 was $53 million; this year it is 
$47 million total. 

Senator Guerre. You were referring just to the technical as- 
sistance and not to the overall program ? 

Mr. Harvesty. That is right. 

Senator Gitterre. That is all, Mr. Chairman. 

The CHarrman. Senator Mansfield ? 


ADMINISTRATION OF TECHNICAL ASSISTANCE 


Senator Mansrietp. Mr. Secretary, do you have any control over 
the point-4 program in Latin America? 

Mr. Hotxianp. I am sorry, sir—I was 

Senator Mansrrevp. Do you have any control in your capacity as 
Assistant Secretary of State for Latin American Affairs, over the 
point-4 program in Latin America? 
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Mr. Hotianp. The Department of State lays down the policies 
which the implementing agency, which is the FOA carries out and, 
therefore, I believe it is accurate to say we do have the control. 

Senator MansFietp. Don’t you think it would be better if the 
point-4 program in Latin America was completely within your con- 
trol and made a part of the State Department? 

Mr. Hotxanp. I have no intelligent answer to make to that question 
because I have not considered it. When I came to work for this 
Government I found an existing organization where the point 4 
program or technical-assistance program was being managed by the 
FOA, and where the Department of State was charged with the de- 
velopment of the policy which would be followed by that organization. 

To the best of my knowledge, that arrangement is working ade- 
quately. 

You asked me whether it would work better if the point 4 
program were transferred back to the Department of State, i do not 
know. I would have to inform myself bofies I could give any answer 
that would be other than frivolous to that question. 

Senator Mansrietp. Well, Mr. Secretary, do you consider the 
point-4 program an important facet in the foreign policy of this 
country ¢ 

Mr. Hotuanp. Yes, I do. 

Senator Mansrietp. Wouldn’t you think it reasonable to assume 
that on foreign policy we should speak with one voice only? 

Mr. Horzanp. I think that our foreign policy—all enunciations 
of foreign policy by this Government should be consistent with each 
other, and 

Senator Mansrrevp. That is a good answer from your point of 
view. I will not press the question. 

Mr. Hotianp. Press it all you want to; I want to answer you, and 
fully satisfy you. 

Senator Mansrtetp. I believe quite strongly that we have got too 
many administrations carrying on foreign policy; it would be ¢ sheaper 
and more effective, for ex: ‘mple, if we could get rid of FOA and put 
the military spending into the Defense Department, and put the 
point 4 and other funds of economic aid in the Department of State. 

In other words, I feel that policy and operation should go together, 
and I do not believe in multiple voices speaking for this country 
overseas. 





IMPLEMENTATION OF DR. EISENHOWER’S RECOMMENDATIONS 


Mr. Secretary, Dr. Eisenhower made a report on Latin America in 
which he emphasized the economic interdependence of the United 
States and Latin America, and recommended specifically seven things. 
I am going to read them, but I will not ask for your comments now; 
however, I would appreciate it if you and Mr. Hardesty would send 
detailed answers as to what has been done to implement these recom- 
mendations which are as follows: 

1. The adoption of stable trade policies with regard to Latin 
America—now, these are Dr. Eisenhower’s recommendations. 

2. The adoption of a long-range basic material policy. 

Z Lanne of removal of tax obstacles to private investment 
abroad. 
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4. Substantial increase in public loans for economic development 
projects, 

5. Technical assistance for economic development surveys. 

6. Grants of food from United States surplus stocks; and 

7. Expansion of the technical cooperation program in Latin 
America. 

‘That completes the list of recommendations. I would like detailed 
and specific answers on them. I will close, Mr. Chairman, with one 
remark, This year in Latin America, we are asked to authorize the 
appropriation of $23.5 million for the point 4 technical cooperation 
program for the next year, whereas for this year something on the 
order of $25,300,000 have been appropriated. That indicates to me 
a slight decrease in point 4 assistance to Latin America in the fiscal 
year coming up. 

Mr. Hotxianp. I should be glad to give you a written statement, 
commenting on Dr. Eisenhower’s recommendations. 

Senator Mansrrevp. All right. I will give you these, I will leave 
these with you, Mr. Secretary. 

That is all, Mr. Chairman. 

(The following information was subsequently furnished the 
committee :) 


IMPLEMENTATION OF THE MILTON EISENHOWER REPORT ON LATIN AMERICA 
INFORMATION SUPPLIED BY THE DEPARTMENT OF STATE 


The President has given his general approval to Dr. Eisenhower's recom- 
mendations, and has informed the executive departments and agencies concerued 
that (a) action should he taken promptly to implement those recommendations 
that are within present policy; and ()) thorough consideration should be given 
promptly to the recommendations which would require new. policy decisions. 
Several of the recommendations, such as those on liberalizing restrictions on 
trade and purchasing for stockpile when prices are declining, are of importance 
to our relations not only with the Latin American countries but with other 
countries as well, and must be considered in their broader perspective. The 
steps which the administration has proposed for implementing these recom- 
mendations are outlined below : 

1. Recommendation No. 1 of Dr. Eisenhower's report states that “the United 
States should adopt and adhere to trade policies with Latin America which possess 
stability, and with a minimum of mechanisms permitting the imposition of 
increased tariffs and quotas.” 

The President, in his message to Congress on March 30, urged the extension 
of the Reciprocal Trade Agreements Act for a period of 3 years, with amend- 
ments, to authorize: (a) Reduction, pursuant to trade agreement negotiation, 
of existing tariff rates on selected commodities by not more than 5 percent 
of present rates in each of the 3 years of the new act: () reduction, by not more 
than one-half over the 3-year period, of tariffs in effect on January 1, 1945, on 
products which are not being imported or which are being imported only in negli- 
gible volume; and (c) reduction over this period and through trade agreement 
negotiations, to 50 percent ad valorem or its equivalent, of any rate in excess 
of 50 percent. 

The President later indicated to the Congress that his program might best be 
served by extending the act without amendment for a year, to permit full hearings 
on the longer term proposals, and he has requested that these hearings bé com- 
pleted before the Congress reconvenes in January 1955. Legislation providing 
for the 1-year extension has now passed the House and is awaiting action of 
the Senate. Passage of this legislation will help to assure the other American 
Republics that the administration expects to move forward with its liberal 
trade program. 

As a further step toward liberalizing trade the administration has given 
its support to H. R. 6584, providing for revision of the customs valuation pro- 
cedure. The President has pointed out the need for simplifying commodity 
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definitions and rate structures in the tariff act, and for a better method of 
classifying articles not enumerated in the tariff schedules, as well as for im- 
provement in the schedules governing the administration of customs procedures, 
and changes in the antidumping law and procedures. 

The President has also requested legislative authority to exempt from the Buy 
American Act bidders from nations that treat bidders in the United States on 
an equal basis with their own nationals. 

2. Recommendation No. 2 is “that the United States adopt a longrange basic 
material policy which will permit it to purchase for an enlarged national stock- 
pile certain imperishable materials when prices for such materials are declining.” 
The report recognized that the implementation of such a policy would presumably 
have to await the time when United States physical resources are not severely 
strained by defense expenditures. 

This recommendation is far-reaching in scope and its implementation would 
require new policy decisions as well as enabling legislation. In the meanwhile, 
the President has announced the initiation of a new “long-term” stockpiling 
program and has directed the ODM to review objectives for 35 to 40 minerals 
in the light of broader terms of reference. In acquiring metals and minerals 
under this new security program preference will be given to newly mined metals 
and minerals of domestic origin. Nevertheless the program will have indirect 
benefits to the mining industries of other areas, including Latin America. 
Appropriation of $300 million is requested. 

In furtherance of its stockpile objectives the Government in March 1954, 
contracted to purchase from Chile 100,000 tons of copper, at a time when the 
sale was especially important for our relations with Chile. On June 4 agreement 
was reached between the RFC and the Bolivan Government to purchase a limited 
tonnage of Bolivian tin concentrate immediately available, and to buy up to 
12,000 tons of the unsold portion of Bolivia’s 1954 production. 

3. Recommendation No. 3 was “that the United States carefully examine 
whether or not it would be appropriate to amend present tax laws to remove 
existing obstacles to private investment abroad.” 

The administration has recommended a tax bill which provides for (a) taxa- 
tion of business income from foreign subsidiaries or from segregated foreign 
branches which operate and elect to be taxed as subsidiaries at a rate of 14 
percentage points lower than the regular corporate rates: (0b) broadening the 
definition of foreign taxes which may be credited against the United States income 
tax to include any tax, which is the principal form of taxation on business in a 
country, except turnover, general sales taxes or excise, and social security taxes; 
(e) removing of the overall limitation on foreign tax credits; and (d) permitting 
regulated investment companies concentrating on foreign investment to pass 
on to their stockholders the credit for foreign taxes which would be available 
on direct investment. 

This bill is now before the Congress for consideration. Its enactment would 
increase the incentive to private capital to seek investment abroad. 

4. The fourth recommendation was ‘“‘that public loans for the foreign currency 
costs of sound economic development projects for which private financing is not 
available, go forward on a substantial scale * * *” 

The Secretary of State, in a speech before the 10th Inter-American Conference 
in Caracas, Venezuela, on March 4, 1954, stated that: “The Export-Import Bank 
will consider on their merits applications for the financing of development 
projects which are not being made by the International Bank and which are 
in our common interest, are economically sound, are within the capacity of the 
prospective borrower to repay and within the prudent loaning capacity of the 
bank.” 

In furtherance of this policy the administration has given its support to bills 
recently introduced to provide for the reorganization of the Export-Import Bank 
and to increase the bank’s lending authority by one-half billion dollars. 

6. Dr. Eisenhower's sixth recommendation was “that, in very unusual circum- 
stances, the President of the United States be in a position to make grants of 
food from our surplus stocks to Latin American countries.” 

Authority of this nature was granted in Public Law 216, and 72,000 long tons 
of wheat, approximately 4,000 long tons of wheat and 25,000 long tons of flour, 
valued at $S million, is being supplied to Bolivia under this authorization. Addi- 
tional foodstuffs to the value of approximately $2.2 million are being supplied 
to Bolivia this year out of mutual security appropriations. In addition, 2,265,000 
pounds of dried milk and 35,000 pounds of cheese have been made available to 
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Latin American countries since these commodities were declared surplus in 
May 1953. 

Authorization for continuance of these programs has been requested in the 
surplus agricultural disposal bill and the mutual security bill, the former of 
which is now in conference and the latter awaiting congressional action. Of 
the $9 million of aid tentatively programed for Bolivia by the Foreign Opera- 
tions Administration in 1955 it is contemplated that approximately $6 million 
will be spent on foodstuffs, of which about $5 million will be in surplus supply. 

The following information is being supplied by Foreign Operations Administra- 
tion in response to a request by Senator Mansfield (pp. 795-796 in report of hear- 
ing before Committee on Foreign Relations, executive session, June 17, 1954, on 
mutual security program for fiscal year 1955). 

Senator Mansfield’s request was for detailed answers as to what has been done 
to implement seven recommendations of Dr. Milton Eisenhower. Assistant Secre- 
tary of State Holland answered that he would give the committee a written 
statement, and the Department of State has supplied such a statement with 
respect to all of the recommendations except Nos. 5 and 7 which are being 
supplied herewith by FOA as agreed between the Department and FOA. 


RECOM MENDATION NO. 5 


It is FOA’s policy to respond to requests of Latin American governments for 
technical assistance in making economic development surveys. At the present 
time, as in the past, United States technicians regularly advise and assist Latin 
American governments in making certain economic studies and analyses necessary 
in planning the technical cooperation program in agriculture, industry, and other 
fields; and, also, Brazil and Paraguay have been assisted through United States 
membership on joint economic development commissions which conducted eco- 
nomic surveys broader in scope than was necessary in carrying out the regular 
technical cooperation activities. In January 1955, however, the Director of FOA 
met in Lima, Peru, with the directors of United States operations missions and, 
based on Dr. Eisenhower’s recommendation, instructed them specifically to 
arrange to provide technical assistance to the Latin American countries in their 
national planning for economic development. 

Arrangements for assistance in economic surveys ordinarily are made with the 
International Bank (IBRD) when a loan request to that institution appears 
likely to result from the survey. In other cases, technical assistance from the 
appropriate United Nations agency or by contract with private United States 
firms or institutions are favored in preference to direct employment of technicians 
by FOA. The need for better long term economic planning by the Latin American 
countries is being stressed constantly to their leaders by FOA missions. Prepara- 
tions now being made by United States executive agencies, including FOA, for the 
November 1954 OAS economic conference in Brazil, will include a determination 
of ways and means by which this Government may respond most effectively to 
requests by Latin American countries for technical assistance in their economic 
development planning. 


RECOMMENDATION NO. 7 


There has been an expansion in the bilateral technical cooperation program, 
as recommended by Dr. Milton Eisenhower. In fiscal year 1953 funds in the total 
amount of $17.7 million were obligated ; the estimated total of obligations in fiscal 
year 1954 is $24.3 million—including $2 million for an emergency food production 
program in Bolivia; and the amount requested for fiscal year 1955 is $23.5 million, 
which is $1.2 million larger than the amount being obligated for the regular 
program in fiscal year 1954 (excluding the $2 million emergency program in 
Bolivia). The expansion in fiscal year 1954 consists primarily of increased 
participation in the program by United States land grant colleges, carrying out 
another recommendation of Dr. Bisenhower. 


The Carman. Is there something else, Senator Mansfield? 

Senator Mansrievp. No. 

The Cuarrman. We will have to close shortly. 

Do you want to say something further on military defense assistance, 
General ? 
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STATEMENT OF MAJ. GEN. GEORGE C. STEWART, UNITED STATES 
ARMY, DIRECTOR, OFFICE MILITARY ASSISTANCE, OFFICE OF 
THE SECRETARY OF DEFENSE 


General Stewart. Mr. Chairman, we have a relatively small pro- 
gram in a number of South American countries in which we are 
contributing equipment to units for the defense of the Western 
Hemisphere. 


MILITARY ASSISTANCE FOR LATIN AMERICA 


The only units we are assisting are units that have a definite mission, 
which the countries themselves have agreed that the unit will carry out. 

The advantage to the United States is that if these units can carry 
out these missions. [Deleted.] 

We would not, in the case of another emergency, have to send Ameri- 
can troops to do those particular tasks as we did in the recent war. 

The countries that are now receiving military assistance are Brazil, 
Chile, Colombia, Cuba, Dominican Republic, Equador, Honduras, 
Nicaragua, Peru, and Uruguay. { Deleted. |] 

The total value of all assistance rendered or in process of being 
delivered from previous appropriations are $104,200,000. Last year 
we received through the appropriation of Congress, $23,700,000 for 
this program. | Deleted. | 

The Cuarrman. Your total appropriated amount up to date, as I 
understand it, is $105 million, and only about $40 million of that has 
been obligated, and only about $20 million of that has been shipped; 
is that correct ? 

General Stewart. Yes, sir. 

The Cuarrman. Why this delay? What is the reason for it? 

General Stewart. It is part of the overall picture where we have 
not been able to deliver everything in all these programs. 

I have here the dates on which the agreements were ratified, and 
in some cases we have not had time to do it. 

The Cuarrman. That is the only reason; there is not any question 
of cooperation on the part of these countries, is there? 

General Stewart. There is no question of cooperation on the part 
of any country. [Deleted.] 

The CuHarrman. Have we any airfields down there, sir? How about 
Brazil? 

General Stewart. No; we do not, sir. 

The CHarrmMan. Have we any rights to any airstrips or any utiliza- 
tion of airfields in case of trouble? Have we got any agreement in 
relation to them ? 

General Srewart. May I refer that to the State Department, sir? 
I do not know whether we do. We do not have any troops stationed 
there or anything like that. 

The CHarman. I do not mean that. Certainly, the defense of the 
Panama Canal is going to depend to a large extent, I suppose, on 
airfields not only in that little Panamanian strip but the utilization 
of them in countries. 

The CHarrman. Are they any good? Will they take our planes? 

General Stewart. Yes, sir; some of them are. 

Senator Mansrievp. I have one comment. 
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I do not know about Latin America, but I do think we still have 
leased bases in Trinidad and other West Indian possessions which, I 
suppose, come under the 99-year lease arrangement made prior to the 
Second World War; but as far as Latin America is concerned, I do 
not know. That is all, Mr. Chairman. 


The Cuamman. Mr. Secretary, are there some other witnesses you 
want to speak on this subject? I will give them 7 minutes. 
Mr. Hotranp. I have nothing else that I would like to say. 


Mr. Hardesty and General Stewart, do you have anything you want 
to say ? 


General Srewart. No. 

Mr. Harpesty. Mr. Chairman, I have a short statement that, with 
your permission, I would like to incorporate in the minutes, and T 
have one chart which I would like to show the committee which shows 
the background of some of the things we are dealing with. 

The Cuatrrman. Go ahead. 

(The prepared statement of Mr. Hardesty, together with the charts, 
follow :) 


STATEMENT BY M. N. Harpesty, Actinc ReGionaLt Director, Orrice oF LATIN 
AMERICAN OPERATIONS (THE INSTITUTE OF INTER-AMERICAN AFFAIRS), FOREIGN 
OPERATIONS ADMINISTRATION, BEFORE THE SENATE FOREIGN RELATIONS COM- 
MITTEE, JUNE 17, 1954 


Mr. Chairman, members of the committee, thank you for inviting me to appear 
before you on behalf of the Foreign Operations Administration program in Latin 
America, 

I have a brief statement which covers only the program highlights. First, 
however, I would like to show you a chart which compares graphically certain 
aspects of the United States and Latin America. 

The Foreign Operations Administration’s proposed program for Latin America 
is composed of three types of aid: Mutual defense assistance, development as- 
sistance, and technical cooperation, for which a total of $47 million is being 
requested for fiscal year 1955 (as shown in the Presentation Book, vol. II, p. 473, 
in the classified version, and p. 411 in the unclassified version). 

The program of development assistance for which a total of $9 million is re- 
quested, is all scheduled to be used for Bolivia; for the program of technical 
cooperation, a total of $25 million is requested. Of the total of $25 million for 
technical cooperation, $1.5 million is requested for multilateral assistance through 
the Organization of American States ; the remaining $23.5 million is for the United 
States bilateral technical cooperation programs with 19 of the Latin American 
republics (all except Argentina), and with the Caribbean dependent overseas 
territories, principally Surinam, a dependency of the Netherlands, and British 
Guiana. 

The development assistance we have programed for Bolivia continues the pro- 
gram which was initiated in fiscal year 1954. It is also explained in the Presenta- 
tion Book (vol. II, p 48 of the classified version and p. 449 of the unclassified 
version). 

This program was inaugurated to meet an emergency. Bolivia’s lack of foreign 
exchange, due primarily to a drop in the world price of tin, resulted in a critical 
food shortage. The primary objectives of the program are, first, to avert starva- 
tion and, second, to help increase domestic food production and give better balance 
to Bolivia’s economy, which is largely dependent upon its tin mines. 

The first of these objectives is being attained through the shipment of United 
States surplus agricultural commodities, principally wheat. A start has been 
made toward increasing Bolivia’s domestic food production by providing agricul- 
tural machinery, small agricultural processing plants, breeding stock for live- 
stock improvement and inaugurating development projects with the necessary 
help from United States technicians. 

In fiseal year 1954 the United States is supplying Bolivia with food (under the 
Famine Relief Act of 1953 from stocks of the Commodity Credit Corporation) 
having a total value of $8 million; and the United States also is supplying $4.4 
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million of development assistance funds: of that amount about $1 million is 
for cotton, $700,000 for fats and oils, $1.3 million for developmental supplies and 
equipment, and the remaining $1.4 million is for milling, bagging, and shipping 
the food supplies under the Famine Relief Act. 

All of the fiscal year 1954 agricultural commodities have been delivered to 
Bolivia, except $3 million worth of wheat which was authorized in March and 
will be delivered by the end of August. The developmental supplies and equip- 
ment are now being purchased. 

Proceeds from sale of the commodities provided under this program are being 
deposited by Bolivia in a special account for use in development programs jointly 
approved by the Bolivian Government and the Foreign Operations Administra- 
tion. It is estimated that a total of Bolivianos 1,700 million will be deposited in 
that account from proceeds of the sale of commodities being supplied under this 
program in fiscal year 1954. 

The $9 million requested for development assistance to Bolivia in fiscal year 
1955 is programed for the following purposes: 

(1) Five million dollars for agricultural commodities, including wheat, cotton, 
fats and oils. 

(2) One million dollars for agricultural supplies such as fertilizers, pesticides, 
and seed. 

(3) Three million dollars for agricultural and industrial developmental sup- 
plies and equipment such as tractors, plows, small agricultural processing plants, 
pumps, generators, and metal culverts for access roads. 

Through the bilateral technical cooperation programs the United States works 
in partnership with the Latin-American governments and their peoples in de- 
veloping and improving their agriculture, industry, transportation, health, educa- 
tion and public administration. The programs are designed to help the 
Latin-American countries help themselves to establish a better foundation for 
economic development. 

The partnership principles of joint planning, joint financing and joint operation 
of our programs also are fostering increased understanding and respect for the 
United States on the part of the Latin Americans with whom our American 
technicians are working. The proposed program for fiscal year 1955 provides for 
assigning a total of 878 United States technicians to work in Latin America 
and for bringing 781 Latin-American technicians for training in the United States. 

Of the $23.5 million requested for bilateral technical cooperation programs (as 
shown in vol. II of the Presentation Book, p. 487 of the classified version and 
p. 453 of the unclassified version), slightly more than $5.6 million is for supplies, 
equipment, and deposits to joint accounts for project operation; $10.1 million is 
for United States technicians’ costs; $2.5 million for costs of training Latin 
Americans outside their home countries; $3.7 million for local costs of trans- 
portation, office equipment, facilities and personnel, contracts for program serv- 
ices; and $1.5 million for domestic program costs (technical backstopping serv- 
ices from other United States agencies). 

The Latin-American countries are making substantial contributions to these 
programs by their cash deposits to joint operating funds for projects and by 
direct expenditures in support of the programs. The extent of Latin America’s 
contributions is described in the Presentation Book (vol. II, pp. 479-480 of the 
classified version and pp. 447-448 of the unclassified version) : 

It is estimated that cash contributions by Latin-American countries to the 
joint operating funds will total about $42.6 million in fiseal year 1954. In addi- 
tion, the Latin-American countries will contribute to the program about $12.6 
million by way of direct expenditures and contributions in kind, raising the 
estimated total of their contributions in support of the programs to $55.2 million 
(local currencies converted to United States dollars at official rates of exchange 
reported by International Monetary Fund). It is expected that Latin America’s 
contribution to the programs in fiscal year 1955 will be at least as great as in 
fiscal year 1954. 
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. THE LATIN AMERICAN REPUBLICS HAVE 
STEADILY INCREASED THEIR SHAKE OF 
FROVECT COSTS AS THE FROGKAMS MATURE... 


(Millions of Dollars) 
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TECHNICAL COOPERATION IN LATIN AMERICA 


YANS''s the scourge of Western Colombia's coastal area, disabling its 
people, lowering production. Ina population of 330,000 it is estimated 
that 150.000 had the disease in 195! when the IAA started penicillin treat- 
ment in the area. 

4 TYPICAL CASE IS THE VILLAGE OF ZATINGA. 

The people of this village lived at a bare subsistence level The running 
sores of “yaws” kept them from working and properly tending their 
children 

S8%oFf the children had the contagious disease 

S%oS the adult males 

%oF the mothers 

Today, there are no" yows’in Zatinga Penicillin 
treatment has cured them and per capita pro- 
duction is up 25 per cent 

Thes progrom is spreading throughout the low 
jungle areas. stoffed entirely by Colombions trained 
through the Institute of Inter-American Affairs and 
with the Government of Colombia investing #10 
for every #1 from the IAA 


PHARMACEUTICAL PURCHASES IN LATIN-AMERICA OF US. 
PRODUCTS INCREASED 522% FROM 1942 TO 1953 


#9 
Mion 
Undoubtedly, part of this gain can 
be attributed fo the training of Latin- 
Americans in health practices, and the 
development of health programs through 
the Institute of Inter-American Affairs. 


In 10 years, 2745 separate health 
projects were completed or turned 
over to the Latin-American republics 
when operational. 
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COMPARISON OF LATIN AMERICA AND THE UNITED STATES 


Mr. Harpesty. I have some charts that show some of the things that 
I think you might be interested in seeing. 

These charts, I hope, you will find interesting because they do com- 
pare Latin America with the United States. 

The geographical area of Latin America compared with that of the 
United States is the red column at the upper left. That does not in- 
clude Argentina. The area we are dealing with in Latin America is 
more than twice the size of the United States. The overall population 
of Latin America is larger than that of the United States, but the 
population with which we are dealing, excluding Argentina, is 150 
million, with approximately 160 million in the United States. 

The CHatrmMaAn. Make it 163 million plus. 

Mr. Harpesty. All right, sir. 

The gross national product of Latin America compared to that of 
the United States is indicated by the pie chart in the upper left-hand 
circle. It is about 11 percent of that of the United States, $244 per 
capita as compared with $2,175 in Americ 

Senator GrLterre. Again that leaves Argentina out ? 

Mr. Harpesty. We are not including Argentina in these figures, 
sir. 

Improved all-weather roads, which is indicative, I think, of prog- 
ress, is 126,151 miles in Latin America or about 6.3 percent of what we 
have in the United States. 

Senator GREEN. Does that include Argentina ? 

Mr. Harvestry. No, sir. All these figures exclude Argentina. This 
is the area which we are dealing with. 

Again, the motor vehicles as compared to those of the United States, 
is about 3 percent. 

I would like to call your attention to the fact that these motor ve 
hicles are dispersed throughout an area more than twice as large as 
the United States. 

The electric power facilities in Latin America, the installed capacity 
is about 6.3 percent of United States capacity but the actual produc- 
tion that is turned out by the electric power facilities is only 4.5 per- 
cent. 

Senator Futsrient. Why is that? Is there not a sufficient demand 
for what they can produce ¢ 

Mr. Harvesry. I believe, sir, the demand is high; in many places 
it is a matter of distribution, maintenance, a continuing supply of 
power. I do know in certain cities that the electricity is turned off at 
certain times of the day. 

Senator Futsricut. A shortage? 

Mr. Harvesry. Shortage, that is right. 

Senator Fu.srient. In other places there is more capacity than they 
can use. 

Mr. Harpesry. Brazil, of course, has increased its capacity in cer- 
tain areas very greatly in the past few years. 


LATIN AMERICAN CONTRIBUTIONS TO TECHNICAL-ASSISTANCE PROGRAMS 


I would like to supplement a remark, I believe, that was made by 
Senator Green earlier, which is this chart here, which shows the share 
48661—54——-24 
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of projects that they pay for as our programs have gone along in that 
area, in Latin America. 

Now, this is not the overall picture; this is only the cash contribu- 
tions that have been made by the Latin American countries. I think 
the chart shows a rather steady increase in the proportional amount 
of cash contributions that have been made by Latin American coun- 
tries compared to those we have made. 

Senator Mansrietp. Isn’t this considered cash ? 

Mr. Harpesty. Sir? 

Senator Mansrrexp. Isn’t this $25 million for next year, considered 
cash? What is the difference between cash and these appropria- 
tions ¢ 

Mr. Harpesty. We have a servicio system, as you know, Senator. 

Senator MAnsFieLp. Yes. 

Mr. Harvesry. And these are the contributions that are made to 
projects by the countries. 

They also have contributions in kind which includes the pay of their 
personnel and technicians. 

Senator Mansrretp. I understand that, but according to your figures 
we put in less than $10 million in cash. 

Mr. Harpesry. Sir, if you could look at page 448 of your book, each 
country is listed as to the amount of the cash contributions, as opposed 
to the contributions that we make, and their contributions, of course, 
are in their own local currency. 

Senator Mansrtevp. Yes. But then for 1954-55 you have the chart 
going downward for the United States, indicating that we are going 
to put in about $914 million in cash. 

What I want to know is where does the difference lie between that 
and the $25 million asked for under this legislation ? 

Mr. Harpestry. All right, sir. Technicians’ costs, travel costs; of the 
$25 million, $1.5 million is for the Organization of American States. 

Senator Mansrrevp. All right. 

Mr. Harpesty. Part of it is for the support costs of machinery and 
instructional materials, the cost of trainees that are to be brought to 
the United States. 

Senator Mansrietp. Then, if I understand you correctly, the differ- 
ence between $23,500,000 and $9 million will be spent for the training 
of personnel and backstopping. Actually as far as local projects are 
concerned, what we will be expending is 914 million ? 

Mr. Harvesty. Let me see, I have the figures right here. You men- 
tioned $25 million; actually technical cooperation is $23.5 million be- 
cause the $1.5 million go to the Organization of American States. 

Senator Mansrie.D. All right; the difference between that 

Mr. Harpesry. About $5.6 million is for supplies, equipment, and 
deposits to joint account for project operations; $10.1 million is for 
the cost of the United States technicians; $2.5 million for cost of train- 
ing Latin Americans outside their home countries; and $3.7 million for 
local costs of transportation, office equipment, facilities, and personnel, 
contracts for program services, and about 114 million, as we mentioned 
a while ago, is for domestic program costs. 
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ADEQUACY OF TECHNICAL ASSISTANCE PROGRAM 


Senator Futsriecutr. Mr. Chairman, I would like to ask Mr. Holland 
this; don’t you think that these figures indicate that we have not done 
a very cael job in assisting these people develop, and that we ought 
to do much more than we have? 

Mr. Hotxanp. No. 

Senator Fu.sricur. You do not think that? 

Mr. Hotztanp. No. I thing that excessive activity of this character, 
Senator, is counterproductive. 

I think that when we arrogate to ourselves, if you want to put it that 
way, the function of going into a foreign state and saying, “We are 
going to participate with you in showing you how this particular asset 
in your state can better be developed or utilized or exploited,” it has 
to be done with a great deal of foresight and with maximum assurance 
that the particular program that you are undertaking is going to be 
successful because, Senator, we—I don’t know how it is in the rest of 
the world, but I believe that I do know with great certainty, that any 
indication on our part of a desire to meddle needlessly in the affairs of 
these countries will be resisted. 

They attribute much more importance as regards this Government 
to those opportunities that we give them to help themselves than they 
do to any action on the part of this Government to intervene in their 
affairs to help them regardless of how effective that help may be, and 
regardless of the good faith with which it may be undertaken. 

I say that, Senator, that reasonable assurances from this Govern- 
ment that we will resolutely, courageously, and on a long-time basis 
assure these people of continuing access to our markets, coupled with 
reasonable demonstration of a willingness to assist them through loans 
for effective programs for which private capital is not available, cou- 
pled with this character of technical assistance program will, in the 
aggregate, constitute far and away the best basic implementation of 
a constructive foreign policy in this area, 

Senator Futsrieutr. Well, I am glad to hear you say that. I have 
confessed, as I have to you privately, that I don’t know much about 
this area. I have never been south of the border. What was worrying 
me is that here, although we have not undertaken, properly as you 
say, to direct everything, I think the world and many people think 
we have a responsibility as a great country and neighbor to Latin 
America. This program being so little, is it not quite probable that 
the Communists, people who certainly are not our friends in these 
areas, will say, “Well, look, after all these years your friendship with 
America leaves you with,” I will not repeat the figures because they 
have just been read, “and there is no hope if you go along with them. 
If you follow us” like apparently they have in Guatemala, “we shall 
bring you out of this show.” 

What do we say to that? How do we combat that, as a practical 
matter ? 

Mr. Hotianp. Senator, you don’t buy anti-Communist convictions 
with money, and you know that and you do not—what you have said 
is not inconsistent with that conviction because I know you have got 
that conviction. Anti-Communist convictions are generated by con- 
vineing people that anti-Communist convictions produce more for 
the individual than do the promises or the tenets of communism. 
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ARE WE DOING ENOUGH TO COUNTER COMMUNIST PROPAGANDA 


How do you convince them that it is more profitable and it insures 
a fuller and richer life not to be a Communist 

Senator Fursrient. Well, it shocked me that they got started in 

Guatemala. As I say, I hesitate to talk about it or even ask ques- 
tions because I know so little. When Mr. Hardesty read all these 
figures, I was a little bit surprised that they have so few roads and 
motor vehicles. I knew they did not have anything like what we 
have, but 3 percent in a country which is in the same hemisphere is 
very low. We know they have great natural wealth and they have 
had a long history of Spanish culture there. 

What do we say about our friends, why haven’t they done better ? 

Mr. Hotzann. That is right. 

Senator Futsrienr. I do not know why; I am just raising the ques- 
tion. I can imagine a propagandist going down there and showing 
them these figures and saying, “You see, you have been friends now 
with America for 30, 50 years, and you are getting nowhere; they are 
os you.” I want to know just how do we meet that. 

Mr. Hoitianp. Well, Senator, let us not lose sight of this, and I 
know that we do not and you will not, and I will not. 

Senator Futsrieut. 1 am not proposing anything; I do not know. 
I am only seeking information. 

Mr. Hotxianp. I understand. I am only trying to tell you. I am 
trying to tell you that I believe with great sincerity that these prob- 
lems are not solved solely and exclusively by spending more money. 

Senator Futericur. I think that is maybe the poorest way. It is 
brains and initiative and intelligence that matter. 

Mr. Hotianp. It is self-discipline; it is self-discipline and a reason- 
able amount of sacrifices on our part and a great determination to 
work, 

Now, self-discipline means that we cannot, if we say that we believe 
in expanding trade, we cannot bend before the very understandable 
pressures that would constantly reduce the scope of our trade. 

Senator Futsrignt. Mr. Chairman, I do not know enough about 
it really to ask intelligent questions. It seems to me we ought to 
do something about it. Just how you go about it is another matter. 
Il am not suggesting that this program is not the only way or even 
the best way. 


LATIN AMERICAN TRADE PROBLEMS 


You are about to say, I think, that we ought to free the channels 
of trade? 

Mr. Hotianp. Yes. 

Senator Futsrieutr. Are there particular obstructions against our 
Latin American friends or not ¢ 

Mr. Hortanp. Yes, sir. 

Senator Futsricur. Of what nature are they / 

Mr. Hotianv. Well, there are proposals that the tariffs on lead and 
zine be increased very substantially. 

Senator Futsrient. What countries would that effect? 

Mr. Hotianp. That would vitally affect Mexico. 

Senator Futsrieur. Yes. 

Mr. Hotianp. Our immediate neighbor. It would cripple the econ- 
omy of Peru, that is one thing. 
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Another thing is that men who sincerely believe in what we are 
trying to do are urging that the Sugar Act be amended in such manner 
as to decrease the amount of sugar that Cuba can export to this country. 
If that is done, I am of the opinion that we will have a very serious 
problem in Cuba. 

Senator Futsricur. Well, you are talking down my alley now. I 
approve of everything you have said. This tariff business seems to 
me incomprehensible. 

Mr. Hoxxanp. I believe the President put it in a sensible way in 
his message of March 30 when, I believe he said, that he didn’t believe 
in violent removals of tariffs and abandonments of trading procedures 
that have existed over the many years, but that he did believe that 
we had to lead the way in an orderly, deliberate, intelligent pressure 
toward diminishing the obstacles to free trade. 

There is no amount of money that we can spend on any program in 
this hemisphere that will offset the profound distrust of this Gov- 
ernment that will exist within these peoples, if they come to the con- 
clusion that despite our protestation, that we are going to diminish 
the present levels of their trade with this country. 

Now, you cannot quintuple this program and offset the distrust 
that that condition would create as regards this country. 

Senator Futsrieur. That is what I am trying to get at. I think 
they have a legitimate complaint that we have not done everything 
we can even though we do profess to be their friends. Our actions 
do not follow through. 

Mr. Hotzianpn. Senator, I think that if we demonstrate to them 
that we are not going to wither the trade that they now have with 
us, if we demonstrate to them, not officiously or without restraint, but 
intelligently and selectively, that we are going to help them by pro- 
grams like this; if we demonstrate that through our Government- 
controlled lending agencies like the Export- Import Bank, we stand 
prepared, as the President said, to consider on their merits applica- 
tions for sound loans for development projects, and I would add 
where the capital is not forthcoming from private sources, domestic, 
in the local country, or here, if we demonstrate those three things, and 
some of the other things that Dr. Milton Eisenhower proposed—but 
I consider those the basic things, and I don’t say that with any idea 
of criticizing Dr. Eisenhower's other recommendations which I think 
are sound—but if we do those three things in the economic field, and 
if we implement that with an intelligent exchange-of-persons pro- 
gram, and with an intelligent American school program, I think that 
we will have met the practical, sensible aspirations of these people to 
a very considerable degree. 

Senator Futsricgur. Would you like to offer an amendment to the 
extension of the reciprocal trade agreement along this line? 

Mr. Hoxtanp. I am not a national leader, much less, but I think 
that the President’s program, as originally outlined, in that respect 
was a very constructive and a farsighted one. 

Senator Fu.tpricut. So do 1; the original one is the one I mean, too. 

Mr. Hoittanp. May I ask you if you want me back at 2 o'clock? 

( Discussion off the record. ) 

Senator GrorGe (presiding). I understand, Mr. Secretary, tliat 
other things are scheduled, and you would not be needed this after- 
noon. 
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The committee will stand adjourned until 2 o’clock. 
(Whereupon, at 12:15 p. m., the committee adjourned to reconvene 
at 2 p.m. of the same day. ) 


AFTERNOON SESSION 





Also present: Mr. David Key, Assistant Secretary of State for 4 
United Nations Affairs, State Department; Mr. George Warren, 
Adviser, Refugees and Displaced Persons, State Department; Mr. 
C hristopher Phillips, Special Assistant to the Assistant Secretary for 
United Nations Affairs, State Department; Dr. Martha Eliot, Chief, 
Children’s Bureau, Department of Health, Education, and Welfare: 
Mr. Weldell B. Coote, International Administration officer, State 
Department; Mr. Louis E. Frechtling, Office of Special Assistant to 
the Secretary for Mutual Security Affairs, State Department; Mr. 
F, E. Nolting, Jr., Special Assistant to the Secretary for Mutual 
Security Affairs, State Department; Mr. Ugo Carusi, Department 
Assistant Director for Refugees, Migration and Volunt: ary Assistance, 
FOA; Col. Jack Frost, C hief, Intergovernmental Refugee Programs 
Division, FOA; Mrs. DeGonzales, Registration Assistant, AD/ REF, 
FOA; Mr. Laurence A. Dawson, Chief, Escapee Program Division, 
FOA; Mr. Alvin Roseman, Director, Office of Public Service, FOA:; 
Mr. Glen A. Lloyd, Deputy to the Director, FOA. 

The CuarrmMan. We will call the committee to order. 

We have with us today David Key, Assistant Secretary of State for 
United Nations Affairs, who will discuss with us the United Nations 
Technical Assistance, UNICEF, and UNREF programs. 

Also we have with us George L. Warren, State Department, and 
Laurence Dawson, FOA. 

All right, Mr. Key, will you carry on, sir? 





















STATEMENT OF HON. DAVID McK. KEY, ASSISTANT SECRETARY 
OF STATE FOR UNITED NATIONS AFFAIRS 


Mr. Key. Mr. Chairman, I appreciate greatly this opportiunity to 
ase here today and to support United States participation in the 

United Nations voluntary programs which you just mentioned. 

I should like to submit for the record statements covering the three 
United Nations voluntary programs, if that is all right with you, sir, 
and then with your permission I would like to give you highlights of 
what is contained in these statements. 

The CuatrmMan. Very well, carry on. 

(The statements above referred to are as follows :) 


















STATEMENT ON MULTILATERAL TECHNICAL COOPERATION 





Pending before this committee is a request for authorization of approximately 
$18 million as the United States contribution to the United Nations expanded 
program of technical assistance out of fiscal year 1955 appropriations. This 
represents an increase of $9,500,000 over the amount appropriated for fiscal year 
1954. Of the $8,500,000 appropriated for fiscal year 1954, it was necessary to use 
approximately $4,600,000 to complete the payment of the United States pledge 
for calendar year 1953. This left a balance of $3,900,000 available to apply 
toward the United Nations calendar year 1954 program. 

The United Nations Technical Assistance Pledging Conference was held in 
November 1953. At that Conference the administration was therefore faced 
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with two alternatives: to pledge only the amount already appropriated, i. e., 
$3,900,000, or to pledge a larger amount a part of which would be subject to 
congressional approval. The first alternative would have meant such a sharp 
reduction in United States support and in the total program that there would 
have been a serious question as to whether the program could continue. In view 
of the importance which this Government attaches to the United Nations 
expanded technical assistance program as a part of a total effort to assist 
underdeveloped countries, the latter course seemed more appropriate. Mr. James 
Wadsworth, Ambassador Lodge’s deputy, represented the United States at the 
Technical Assistance Conference and set forth the following conditions-of the 
United States pledge: 

(1) The United States pledge for calendar year 1954 must be less percentage- 
wise than the United States pledge for calendar year 1953; that is, other gov- 
ernments must begin to bear a larger proportion of the internationally financed 
cost of the operation. 

(2) The United States would offer a maximum of $14,750,000, the precise 
amount to be contingent upon the contributions pledged by other governments. 

(3) Everything above $3,900,000, that is, the amount already appropriated 
would be subject to congressional approval. 

Stimulated by this offer, other governments increased their pledges to a total 
of slightly over $10 million in support of the calendar year 1954 program, calling 
forth a total United States contribution of $13,861,809. Of this amount $9,957,621 
was pledged subject to the approval of Congress, and the authorization of this 
amount is now being requested. In addition, the amount of $8 million is being 
requested out of fiscal year 1955 funds as approximately one-half of a pro- 
posed United States contribution toward the calendar year 1955 program. 

The Congress last year in appropriating funds for this program indicated 
that it wished to appropriate only those funds which would be required during 
the fiscal year, and that it did not wish to provide funds for a period beyond the 
end of the United States fiscal year. The United Nations program-operates on a 
calendar year basis, with a Pledging Conference held prior to the beginning 
of the calendar year. Since only one-half of the proposed contribution for cal- 
endar year 1955 is now being requested, the executive branch at the next Pledg 
ing Conference will therefore be placed in the same position for 1955 as it found 
itself in for 1954, that is, it must make a pledge for the calendar year, a part 
of which will be subject to congressional action. While from the point of view 
of both the executive branch and the Congress this is not a desirable situation, 
we have been unable to find a more reasonable solution, unless the Congress is 
willing either to authorize funds or to make appropriations which will cover 
the United States contribution for the calendar year. 

When the United Nations expanded technical assistance program was estab- 
lished in 1950, it was apparent that it would be necessary for so-called developed 
countries to bear the largest share of the internationally financed portion of 
the cost of the program, since the objective of the program was to assist coun- 
tries which are economically underdeveloped and therefore unable to pay the 
full cost of the assistance they need. For the first 3 years, the United States 
contributed 60 percent of the total funds pledged to the central account, out 
of which the internationally financed costs of the program are borne. By 1954, 
however, the financial situation of other developed countries had sufficiently 
improved, and other governments had increased their pledges to such an extent 
that it was possible for the United States to begin reduce its proportion of con- 
tributions to the central account. The United States pledge for calendar year 
1954 was 57.7 percent of total valid pledges as of January 1, 1954, was the first 
step in a gradual reduction in the United States proportion of the support of 
this program, toward a goal of 50 percent of total contributions to the central 
account. 

The International Development Advisory Board under the chairmanship of 
Mr. Erie Johnston reported to Mr. Harold Stassen, Director of Foreign Opera- 
tions, in December 1953 and included in its report the following comments on 
the United Nations expanded technical assistance program : 

“Technical assistance to underdeveloped countries was neither conceived as 
an entirely American undertaking nor has it been conducted as such. The United 
States technical cooperation program is paralleled and complemented by the U.N. 
expanded technical assistance program which, although smaller in dollar amount 
than the United States program, is vital both to American foreign policy and 
to the success of the United States program itself. The need for economic and 
social development is so vast and so urgent that no one country or international 
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agency can meet the requirements. It will take the combined resources of both 
national and international agencies, working with the people of the under- 
developed areas themselves to do the total job. The use of both approaches 
offers better hope of realizing the desired objectives than the exclusive use 
of either. 

“The Board believes that despite imperfections of organization and adminis- 
tration and any failures that might have occurred, it is, in the aggregate, one 
of the world’s great movements and the most popular of all U. N. programs 
in the social and economic field. * * * 

“The U. N. expanded technical assistance program is the best answer to the 
propaganda blast of ‘American imperialism’ directed against the bilateral United 
States program. By enabling other countries to join in as givers rather than 
merely takers, it makes technical assistance ‘their’ program, makes it clear to 
them that we do not aim at ‘Americanizing’ the world but at helping each country 
to build freedom and prosperity out of its own resources, with its own heads and 
hands and on the foundation of its own heritage.” 

Among the recommendations of the International Development Advisory Board 
are the following: 

“1. The Board hopes that a significant expansion can take place in the U. N. 
expanded program of technical assistance. Contributions already received and 
pledged will determine the limit for the time being. However, the Board believes 
that an effort should be made to encourage all countries able to do so to increase 
contributions so as to double the size of the present program within a period of 
5 years. * * * 

“2. The Board believes that it is neither provocative of international coopera- 
tion nor in the best interests of the U. N. program of technical assistance for the 
United States to continue to contribute 60 percent of the total budget. However, 
the Board recognizes that a reduction of the United States share must be accom- 
plished gradually. The Board, therefore, recommends that the United States 
announce its willingness to see the U. N. expanded program of technical assistance 
doubled over a period of 5 years, and that as the total goal is doubled the United 
States share will be reduced to not more than 50 percent. At the end of the 5-year 
period, a reassessment should be made of the situation.” 

The Commission on Foreign Economic Policy under the chairmanship of Mr. 
Clarence B. Randall in its report to the President issued on January 23, 1954, 
made the following statement, with no minority expressing opposition to this 
view: 

“The Commission also recommends that the United States continue its support 
of the United Nations expanded technical assistance program and the small pro- 
gram of the Organization of American States through which the technical skills 
of many countries can be better mobilized and some dependent area and regional 
problems can be more effectively approached than through bilateral programs. 

“The Commission attaches special importance to the strengthening of the tech- 
nical assistance work of the United Nations. It believes, however, that no country 
should contribute as much as 60 percent of the financing of this worldwide coop- 
erative effort. It believes that some expansion of this program would be desir- 
able but that the United States percentage share of the cost should be reduced.” 

The Special Study Mission on International Organizations and Movements 
under the chairmanship of Representative Chester E. Merrow, of New Hampshire, 
in its report of January 26, 1954, to the Committee on Foreign Affairs included 
the following in its findings, conclusions, and recommendations: 

“With respect to the fields engaged in by the specialized agencies which were 
visited, the study mission was impressed with the arguments on behalf of a con- 
tinuation of United States support of the multilateral technical-assistanece pro- 
grams. The study mission recommends that continued effort should be made to 
support such multilateral programs and hopes that the Foreign Operations Ad- 
ministration in administering our own technical-assistance program will take 
cognizance of this recommendation especially with regard to the elimination of 
possible dunvlication, overlapping, or other conflict.” 

Technical assistance is being furnished to the governments of underdeveloped 
countries by over 1,000 experts recruited from more than 60 countries by the 
United Nations and the specialized agencies. These internationally recruited 
experts work with the governments and the people of the underdeveloped coun- 
tries in helping them to solve their most pressing problems of economic develop- 
ment. 

The program also operates by providing fellowships for representatives of 
underdeveloped countries in order to provide specialized training abroad which 
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will be useful in carrying out further the work undertaken by the international 
experts. During 1953, some 1,700 fellowships were awarded under the United 
Nations expanded program. The international agencies also supply a small 
amount of demonstration equipment, but in view of the total funds available, 
it is obvious that it is not possible for a large supply component to be financed 
under this program. 

The provision of technical assistance to underdeveloped countries is proving to 
be an effective weapon in the cold-war struggle. The United Nations expanded 
technical assistance program is an important element in providing this help to 
underdeveloped countries, since it is a cooperative endeavor in which the under 
developed countries are both contributors and receivers of assistance. - It is 
therefore important that the United States should continue its support of this 
program at a level commensurate with its interest. 


STATEMENT ON UNTtrep NATIONS CHILDREN’s FuNp (UNICEF) 

Pending before this committee is a request for authorization of $13,500,000 as 
the United States contribution to UNICEF out of fiscal year 1955 funds. This 
request may be broken down into 2 parts: (1) $9 million for the full United 
States contribution to the calendar year 1954 program of UNICEF, and (2) 
$4,500,000 for one-half of the estimated United States contribution to the calendar 
year 1955 program. This amount puts the United States authorization for 
UNICEF on a United States fiscal-year basis. The 89 million requested for 
contribution to the calendar year 1954 UNICEF program represents a reduction 
from the United States contribution of $9,814,333 in calendar year 1953. 

UNICEF is a focal point for direct action to children by various agencies 
within the United Nations system, and through this agency all countries have 
an opportunity to cooperate with others in providing effective assistance to the 
underprivileged mothers and children of the world. 

The United States has been the mainstay of the Children’s Fund since the 
beginning. Not only has this Government contributed a total of $97,231,000 te 
the fund from 1947 through 1953 but it has continuously sought contributions 
from other governments. In 1953 a total of 53 governments pledged or con 
tributed to UNICEF, as compared to 39 in 1952 and 34 in 1951. In all, 74 gov 
ernments have made a contribution or pledge to the centra! account of UNICEF 
since its inception. Other governments are gradually bearing a higher per 
centage of the fund’s finances. It is our aim that they pay an even larger share 
in the future. 

The Children’s Fund is today bringing practical benefits of real significance 
to the children of the underdeveloped countries of the world who are suffering 
from, or under constant exposure to, disease and malnutrition. These benefits 
are not taking the form of handouts of material goods and services to the in- 
dividual child, except milk and other nutritious foods in connection with ma- 
ternal and child health centers and school lunches. Rather, they take the form 
of intelligent and well-considered assistance to governments of the underde- 
veloped countries to enable these governments to build into their own activities 
programs of maternal and child health assistance which would not be possible 
in the absence of external help. 

An increasingly important part of the Children’s Fund program consists of the 
provision of supplies and equipment to help governments establish maternal and 
child health centers in these localities where they are most sorely needed. Ap 
proximately 5,300 of these centers have been assisted to date. These centers 
are on a very modest basis. In comparision with the type of public health cen 
ter which is found in this country, they are not only modest but primitive. 
However, in comparison with what has existed before in these countries, they 
represent a tremendous promise of hope for success in the continuing struggle 
against infant mortality and disease. They will provide a basis for developing 
health and other community services in rural communities where health serv 
ices have been unknown. From the standpoint of the country receiving assist- 
ance, these centers do not come free, for the recipient country must provide the 
locally available buildings and equipment and the local workers who are neces 
sary to make the centers going institutions 

The value of the Children’s Fund is well recognized within the membership of 
the United Nations, and it has also received support from a number of coun- 
tries who are not members of the United Nations. The Soviet states have not 
supnorted UNICEF since the early days, when the fund was directing its at- 
tention to the children of Europe in the aftermath of the World War, a period 
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in which they themselves were receiving assistance. Russia itself has never made 
a contribution to the fund. 

As a demonstration of the widespread support of UNICEF’s activities, the 
United Nations General Assembly voted unaaimously this past fall to continue 
the fund for an indefinite period beyond the end of calendar year 1953. In rec- 
ognition of the fund’s current emphasis on the establishment of basic child-care 
programs in the underdeveloped countries, the General Assembly changed the 
name of the agency from the United Nations International Children’s Emer- 
gency Fund to the United Nations Children’s Fund. The initials UNICEF were 
retained, however, since to millions of persons in all areas of the world they 
have become symbols of tangible and effective United Nations aid. 

The contributions which governments make to the central account of UNICEF 
are allocated to assist countries requiring aid in the development of their own 
maternal and child health and welfare programs. This assistance is now going 
primarily to the underdeveloped countries of Asia, the Near and Middle East, 
Africa, and Latin America. Only 4.6 percent of UNICEF aid went to Europe 
in 1953. This is in marked contrast to the first 3 years of the fund’s operations 
when 76 percent of the allocations was for the relief of war victims in Europe. 

In order to qualify for an allocation of funds from the central account, the 
country requesting the assistance must agree to give substantial support to the 
project in the form of materials, supplies, equipment, and services locally avail- 
able. The value of these local contributions is considerably greater than the 
value of contributions to the central account. In 1953, for example, govern- 
ments receiving aid contributed $25,061,000 in local contributions, while total 
government contributions to the central account were $14,421,369. 

UNICEF is currently assisting over 200 programs in 78 countries and ‘terri- 
tories. This assistance will reach over 60 million children. UNICEF aid is 
concentrated on the following types of programs, which are of utmost importance 
in correcting basic inadequacies existing in child care services : 

(1) Assistance to maternal and child welfare services, and the training of 
auxiliary personnel to staff these services by the provision of equipment and 
supplies for rural health centers, clinics, laboratories, children’s hospitals and 
institutions, and training schools and centers. 

(2) Campaigns against diseases affecting large numbers of children, such as 
tuberculosis, malaria, yaws, prenatal syphilis, and other communicable diseases, 
through the provision of insecticides, penicillin, vaccines, sprayers, and equip- 
ment for the local production of insecticides and antibiotics. 

(3) Long-range supplementary child feeding directed toward combating 
nutritional deficiencies by providing dried skim milk, fats, fish-liver oil, etc. 

(4) Assistance in milk conservation programs through the furnishing of equip- 
ment for milk drying and milk pasteurizing plants to assure greater use of locally 
available milk for children. 

In addition, UNICEF still uses a limited amount of its resources each year for 
emergency relief assistance in the event of earthquakes, floods, droughts, fam- 
ines, and other catastrophes, where the welfare of the child population is 
seriously affected by these disasters, through the provision of food, clothing, 
blankets, and medical supplies. 

UNICEF's primary aim is to help countries achieve permanent solutions to 
problems of maternal and child welfare that have afflicted generations of their 
children. A solid basis is being laid at national, provincial, and local govern- 
ment levels through the UNICEF-assisted projects which will eventually enable 
the governments to carry out the programs themselves without outside financial 
help. Much has been accomplished in the past. Much more remains to be ac- 
complished in the future. Many of the needs still existing can be alleviated 
through the continuation of international assistance furnished by UNICEF and 
the continued close collaboration and extensive local support of the countries re- 
ceiving such assistance. 

The executive branch strongly believes that it is in the interest of the United 
States to continue its financial support of this worthwhile United Nations ac- 
tivity. 

I earnestly urge, therefore, that the Congress support this request of $13.5 
million for contribution to UNICEF. The lives of literally millions of children 
will be affected by the programs for which these funds will be used. 
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STATEMENT IN JUSTIFICATION OF A UNITED STATES CONTRIBUTION TO THE UNITED 
NATIONS REFUGEE EMERGENCY FuNp (UNREF) 


It is propesed that the United States participate in the United Nations Refugee 
Emergency Fund (UNREF). This fund provides a means of alleviating certain 
serious refugee situations which will further deteriorate unless speedy action 
is taken, and an opportunity to achieve certain broad foreign policy objectives. 

The United Nations Refugee Emergency Fund (UNREF) was authorized in 
1952 by the General Assembly to enable the United Nations High Commissioner 
for Refugees to provide emergency care and medical aid to the most. needy 
groups among the stateless refugees for whom his office provides legal and 
political protection. Among these there are some 40,000 destitute refugees, 
located in Europe, the Middle East, and China, for whom opportunities for 
resettlement abroad or establishment in the countries of first asylum have been 
limited. Most compelling among these refugees are those of the so-called diffi- 
cult cases—chronically ill, disabled, and aged—whose opportunities for resettle- 
ment must depend on the generosity of governments and voluntary agencies 
willing to provide lifetime institutional care. Equally compelling is the destitute 
situation of the estimated 14,000 refugees of European origin in Shanghai and 
Hong Kong. Whether ill and disabled or simply destitute, all of these refugees 
must patiently wait out the development of some permanent solution to their 
problems. Meanwhile their urgent relief needs, varying in degree and duration, 
are not being met adequately either by the countries where they reside or by 
other programs. Countries granting asylum to these refugees in most cases 
offer some welfare assistance as well, but this aid is either inadequate or below 
the level required for basic subsistence. The relief programs of private voluntary 
agencies are limited by heavily burdened budgets. There is little or no facility 
for meeting the special requirements of the difficult cases requiring institutional 
care. 

The Intergovernmental Committee for European Migration (ICEM) provides 
transportation and related services to refugees en route to countries of resettle- 
ment rather than care and maintenance. Most of these refugees do not meet 
the standards for acceptance by immigration countries, though a good number 
of them might be brought up to standard by UNREF aid. UNREF is the only 
source of aid to which most of these refugees can turn for the supplemental 
assistance they so desperately need, and funds available to the High Commis- 
sioner were almost exhausted by the end of April 1954 by the great demands 
upon them. 

A United States contribution at this critical point in the emergency fund’s 
existence is justified mainly by the pressing relief needs of these refugees. It 
would, at the same time, serve to further certain of our foreign policy objectives. 
Important among these is the objective of promoting continuity of hitherto 
generous asylum policies of countries friendly to the United States. Policies 
of asylum entail burdensome welfare costs, and this international fund, to which 
16 governments have contributed, is the most feasible means available to the 
United States of providing assistance from sources external to the countries of 
asylum in supplement to the considerable contributions already made by them. 
It is also the most effective means of meeting the needs of both the difficult cases 
and the destitute groups, who otherwise will remain both a considerable burden 
on the economies of these countries, and a source of local tension within and, at 
times, between countries. 

United States financial support of UNREF would also have the beneficial 
effect of backing the office of the High Commissioner which suffers constant and 
bitter abuse from the U. 8. S. R. and its satellites. They attack the High Com- 
missioner and his motives, accusing him of prolonging the miserable conditions 
of refugees in order to make it easier to recruit from their midst persons who 
could be enrolled into imperialist military units, used for subversive activities 
of espionage and sabotage against the Communists, or as victims of capitalist 
exploitation. They challenge the legality of his office because he promotes 
voluntary resettlement in new countries or assimilation in countries of asylum 
rather than forced repatriation behind the Iron Curtain. 

On the other hand the High Commissioner has not yet received effective support 
by the strongest government in the free world, a denial which disparages his 
efforts in the eyes of countries that look to the United States for leadership. 
Absence of a United States contribution has handicapped the High Comimis- 
sioner’s efforts, since he reports that other potential and some past contributors 
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have been reluctant to contribute or continue contributions. Financial participa- 
tion by the United States in the UNREF program would produce effective benefit 
to refugees since it would stimulate other contributions. 

In addition, the contribution herein suggested would demonstrate to the some 
10 friendly European governments, including Belgium, France, the Netherlands, 
Denmark, Sweden, Switzerland, and Ireland, which are generously accepting 
numbers of difficult cases—notably the tubercular, blind, and crippled—for 
lifetime care in institutions, that the United States recognizes the plight of this 
particular group. 

UNREF funds, as indicated in the foregoing, are expended on behalf of refugees 
in urgent need of assistance. In most cases, such assistance is supplemental to 
the contributions of local governments, which, limited by their resources, are 
clearly inadequate. In respect to European refugees in China, however, UNREF 
aid is virtually their only means of support. Numbers of these refugees are 
resettleable under other existing programs provided that they can reach Hong 
Kong. The High Commissioner, because of his past assistance to this group, and 
because of the multiple currencies available to him through contributions to 
UNRBEFP, is in a unique position to maintain these refugees until they can reach 
Hong Kong and to aid them in so doing. Their situation in China is desperate 
and will deteriorate further should UNREF aid be withdrawn because of lack 
of funds. Withdrawal of aid for these vefugees was imminent in 1953 because 
the High Commissioner’s funds for this purpose were exhausted. Although con- 
tributions to UNREF from governments other than the United States postponed 
this threat for the balance of 1953 and into early 1954, now once again the 
available resources have been rapidly depleted. If new funds for UNREF are 
not forthcoming soon the deteriorating condition of many of these refugees 
may bar their acceptability for eventual resettlement and this striking rescue 
operation would be seriously impeded. Such a situation would play directly 
into the hands of the Soviets and, conversely, would be damaging to the interests 
of the free world as well as of the refugees. A contribution from the United 
States would be used to meet the High Commissioner’s commitments in Europe 
and the Middle East, thus freeing for use in China the other currencies most 
effectively employed in that area. 

The relief program of UNREF in no way overlaps with that of the escapee 
program (USEP) and the Intergovernmental Committee for European Migra- 
tion (ICEM). WEach has a specific function to perform, independently but in 
harmony with the others. Effective liaison has been established and is main- 
tained to the end that each can accomplish more successfully the fulfillment of 
its objectives. 

Sixteen governments along with the Holy See have contributed $957,012 to 
UNREF. Additional funds received from private organizations and individuals 
and other sources brings to $1,294,086 (table A) the total resources available 
to the fund since its inception in July 1952 to March 31, 1954. (Attached as 
table B is a schedule of contributions from governments as of the latter date.) 
The major part of these funds, $758,787, were expended on material assistance 
to the destitute refugees of Buropean origin in China, including care and medical 
aid in Shanghai and Harbin, and maintenance in transit through Hong Kong. 
Except for $183,815 in uncommitted funds and some $26,000 administrative 
expenses, the remainder of $325,441 was used to make grants for the placement 
in institutions in Europe of difficult cases from China, to implement a number 
of small relief projects in the Middle East and Europe, and for essential health 
programs particularly to combat tuberculosis among refugees. Table C contains 
a schedule of grants for emergency aid other than that provided in China and 
for placement of difficult cases in Europe including those originating in China. 

The High Commissioner is appealing to governments for funds totaling 
$1,084,000 in an effort to meet for the balance of 1954 the minimum needs of the 
most urgent cases of destitution within the mandate of his office. The high 
Commissioner has already spent between January 1 and April 30, 1954, the sum 
of $138,000, received previously from governments in 1954, in providing care for 
refugees in China. Adding this sum to the request of $1,084,000 for the balance 
of the year 1954 makes the total requirements for the year 1954, $1,222,000. Table 
T shows the estimated numbers of refugees to be aided and the amounts required 
for that purpose in each country. This table constitutes the program the High 
Commissioner plans to carry out should the funds requested be forthcoming. As 
in the past, over half of the proposed aid for the balance of 1954, $556,000, is 
planned for the European refugees in China ; $276,000 for care and maintenance 
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of the-1,600 most destitute refugees now residing in China, including some 250 
in transit monthly through Hong Kong; and $280,000 for the placement in insti- 
tutions in Europe of some 500 to 600 difficult cases from China. The balance is 
planned for use in continuing to implement a number of small projects to provide 
supplementary material assistance and medical care to urgent cases among the 
refugees in Europe and the Middle East. Attached as table BE is a narrative 
summary of the proposed emergency aid in each country. 

It should be noted that provision is made for the placement of difficult cases 
only for the 500 to 600 in China, and for the 68 in the Middle East. The right- 
hand column of table D gives estimates of the number of difficult cases in various 
countries ; however, as stated in footnote 1 of this table, with the exception of 
those in China and in Syria, Lebanon, and Jordan, these difficult cases have not 
been budgeted for in the present estimate of needs. The High Commissioner 
considers the needs of the difficult cases in China as his most compelling respon- 
sibility, demanding first priority on funds available to him. As solutions are 
found for these cases, the High Commissioner hopes to be able, in the future, 
to use additional resources, when available, for the much larger number of 
difficult cases in Europe. Since the present estimates were submitted by the 
High Commissioner, the Netherlands Government has proposed that the members 
of the Council of Europe make a major effort to make available to the High Com- 
missioner a fund of $5 million to be used exclusively to find solutions for the 
difficult cases in Europe in the hope of finally solving this serious problem. It is 
likely that the existing facilities of the generous governments which have ac- 
cepted such cases to date will prove inadequate and that development by Euro- 
pean governments of additional institutions will be required. This new fund, 
if obtained, will substantially expand the facilities for placement of difficult cases, 
and may facilitate the task of finding solutions for those difficult cases residing 
in areas outside of Europe. 

Because of the importance of United States financial participation in UNREF, 
request is made for authorization of appropriation in an amount of $500,000 
to cover the United States contribution to UNREF for the calendar year 1954. 
This United States contribution would constitute approximately 50 percent of the 
funds—$1,084,000—-which the High Commissioner is endeavoring to raise to 
cover the needs set forth for the balance of calendar year 1954. However, taking 
into account the $138,000 which the High Commissioner has already received 
from governments in 1954 and expended in relief to refugees in China between 
January 1 and April 30, 1954, the United States contribution of $500,000 in cal- 
endar year 1954 would constitute 41 percent of $1,222,000 which is the total budget 
of requirements for calendar year 1954. 


TARLE A.—United Nations refugee emergency fund—Income and expenditures 
for the period July 1, 1952, to Mar. 31, 1954 


Contributions: 
Governments a maven cite) Jee 
International Refugee Organization_ snstenieatcosines 
Miscellaneous sources eed ee al 90, 376 

. $1, 294, 086 

Expenditures and commitments: China 

operation : 
Payments to and commitments at 
Mar. 31, 1954_-_ scocueciataeeecatnasndaatan $733, 787 
Payments due to staff on liquidation 25, 000 
ee 758, 


Emergency aid and placement of difficult 
CAaSeS : 








NN i tes sitsdiabnelacmminie na aa 
Grants committed_____-__- = _. 116,870 
a 325, 441 
Administrative expenses__...._.____ silliediniaeie cwoctiemiaienia...comn ae 
— 1, 110, 271 
Balance of the fund at Mar. 31, 1954__._.__.____-_-_- cadens 183, 815 
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TABLE B.—l! nited Nations refugee emergency fund—Contributions from 


governments as of Mar. 


Australia (2 contributions) -- 
Austria. octinevede _— ea 
Belgium . : | 
Canada 

Denmark (2 contributions) 

Federal Republic of Germany x 
France. _....- | 
Greece. ob A ‘ ; | 
Holy See 

Liechte istein 

Luxembourg (3 contributions) 

Netherlands (2 contributions 

New Zealand 

Norway (2 contributions) - 

Sweden 

Switzerland (3 c mtributions) - 

United Kingdom --.. . 


WO dicduwedidnecs 


31, 1954 


Received 


$111, 646 
1, 923 
40, 000 


100, 462 |_- 


14, 607 
13, 096 
85,714 

1,000 
2, 000 


2, 970 
35, 263 
27, 991 
14, 104 
19, 492 
80, 967 
280, 000 


831, 235 | 


Total 


$111, 646 
1, 923 

40, 000 
100, 462 
29, 084 
13, 096 
85, 714 
1,000 

2, 000 
467 467 
2,970 


Pledged | 


$14, 477 


"50, 000 R5, 263 
‘ 27,991 
14, 104 28, 208 


oun 19, 492 
46, 729 127, 696 
280, 000 


125, 777 | 957, 012 


TaBLE C.—United Nations refugee emergency fund—Grants for emergency aid 


and place ment of difficult cases as of Mar 


In 
Austria flan ais . . dikdmadis 
Belgium -. 
France... 
Federal Republic of Germe ny 
Greece... . ab pbsoses . wanda 
Ireland. . apepenmnens wade pinta jontncl 
Italy__.. socal ei od be 
Middle East_. ‘ 
Norway nn hbden dle 
Spain 
Sweden 
Switzerland 
Trieste 
Turkey 


SOU, ccvnveannnetn : detiiincpiieen — -| 


1 Including $13,000 for placement of difficult cases. 
* Including $20,000 for placement of difficult cases. 
4 Including $1,590 for placement of difficult cases. 

* Grants solely for placement of difficult cases. 


Made 


$34, 046 
114, 461 

2 40, 000 

17, 219 

28, 088 

25, 000 
25, 582 
4 6, 000 
3, 175 
20, 000 


208, 571 


. 31, 1954 


Total 


| Committed 

$10, 530 | $44, 576 

32, 504 16, 965 

3, 439 | 43, 439 
pie pares 17, 219 
13, 397 | 38, 485 

4 20, 000 | 29, 000 

gin oun mone 25, 000 
7, 500 33, 082 

412) 500 | 12, 500 

4 10,000 10, 000 
‘eked ail 6, 000 
25, 000 28, 175 

Sy 20, 000 
12, 000 | 12, 000 

~~ 116, 870 bs 325, 441 


| 
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TABLE D.—United Nations refugee emergency fund—Statistical table showing 
proposed emergency aid from UNREF during 1954 


Tate | Approximate} yy, 4 
Total number of | Number of , 
é amount refugees this | difficult cases 
Country wremers amount te. | at her - 
UNREF ss to 1954 I 
ween — { $276,000 
China and Hong Kong 280, 000 i 500/600 
Austria_ 130, 000 23, 1, 500 
Italy 40, 000 2, 1, 000 
’ 10, 000 700 
110, 000 5, 900 
50, 000 153 
45, 000 
: 36, 000 idl 
Syria, Lebanon, and Jordan 107, 000 468 


Total. 1, 084, 000 
Already spent in China, January to April 1954.._. 138, 000 


Total budget, 1954- 


1 These figures are based on surveys, as yet incomplete, carried out by voluniary agencies in consultation 
with representatives of the High Commissioner. They are minimum figures of the so-called institutional 
cases.”” Placement of these cases in institutions (with the exception of those in China and in Syria, Lebanon 
and Jordan) have not been budgeted for. 

2 For period May to December 1954. The High Commissioner has already spent, from funds received 
or pledged, $108,000 during the period January to April 1954. 

3 For placement of institutional cases from China and Hong Kong in Europe. 

‘Institutional cases and dependents, included in the budget for assistance in 1954. 


Tas_E E.—United Nations refugee emergency fund—Narrative summary of 
proposed emergency aid in 1954 


China: The number of refugees of European origin still in China is estimated 
to be over 14,000. When the High Commissioner took over responsibility for 
this group in February 1952, some 2,000 of them were receiving financial as- 
sistance. In spite of the efforts of the Migration Committee (ICEM) and the 
voluntary agencies to accelerate resettlement from this area, and the generous 
cooperation of many governments in granting entry visas, enabling some 3,000 
refugees to be resettled betwen February 1952 and September 1953, the group 
of refugees requiring maintenance in China remains at about 1,000, including 
many difficult cases. In addition, the High Commissioner has been financing 
out of UNREF funds, the upkeep in Hong Kong of those refugees who have 
been admitted pending resettlement. Funds programed for this purpose were 
exhausted by the end of 1953. By devoting all assets remaining in the fund at 
that time, however, the High Commissioner has been able to continue this opera- 
tion into 1954, at the expense of all other relief projects in other parts of the 
world, including the further placement of difficult cases. The required amount 
to continue this aid for the balance of 1954 is $276,000. 

One of the most tragic elements of the refugee situation in China is the fate 
of the 500-600 difficult cases requiring institutional care. This group is com- 
posed of the tubercular, blind, mentally sick, physically handicapped, chronical- 
ly sick, and aged refugees. At the beginning of 1953 they numbered some 670 
persons, including 210 family members. Out of this number 216 sick and 62 
family members received emergency assistance from UNREF. In his efforts to 
find placement opportunities for these difficult cases, the High Commissioner has 
made personal approaches to 10 governments and has found permanent place- 
ment possibilities for 318 persons. Belgium has agreed to take 33 and France 
35 aged persons, the Netherlands 34 TB, disabled, and sick cases. Denmark has 
agreed to take 32 cases including mental, aged, and blind; Sweden 34 cases, of 
which 12 are TB cases with 9 family members. Switzerland has agreed to take 
50 cases from the aged, disabled, sick and blind categories, and Norway 25 aged 
and sick. Ireland, Spain, and Portugal have, in principle, agreed to envisage 
the admission of 75 cases between them. All these cases will be hospitalized 
either in government institutions or in homes administered by the voluntary 
agencies. Whenever necessary the High Commissioner contributes from UNREF 
funds initial installation grants of up to $500 per case to facilitate the perma- 
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nent: placement of these refugees. A sum of $280,000 is programed for this 
purpose in the current estimate of needs. 

Austria: Of the 37,250 needy refugees listed, the largest number, 23,000 are 
in Austria, of whom some 8,000 are difficult cases maintained by the Austrian 
Government. UNREF funds will be programed to provide supplementary wel- 
fare assistance for this group until such time as final solutions can be found for 
them. Maintenance for the balance of some 15,000 refugees is also recognized 
as basically the responsibility of the Austrian authorities. However, the main- 
tenance provided is at a minimum. There is great need for supplementary as- 
sistance in order to provide something more than a bare existence. The $130,000 
programed by the High Commissioner will be required to provide medical care, 
children’s welfare, supplementary feeding, as well as for welfare assistance to 
the difficult cases. 

Greece: In Greece the High Commissioner plans to provide medical care and 
supplementary feeding and clothing to some 6,500 refugees. The Greek Govern- 
ment has only been able to provide food and shelter to groups of refugees in 
camps on a very moderate basis. Postwar refugees from areas of persecution are 
entitled to some assistance from the Government. Small allotments of food are 
provided to refugees who arrived during the last 2 years, and who are accom- 
modated in camps. There are known to be over 1,500 refugees in camps in the 
({thens—Piraeus area who do not receive any food or allowance. In northern 
Greece there are 350 refugees who receive one meal per day, 1,080 who receive 
the equivalent of $1.65 in food per month, and on the island of Corfu there are 
180 refugees who receive the Same amount per month in cash. On the island of 
Rhodes there are approximately 100 aged refugees who receive an allowance of 
$0.16 per day. 

The situation of the largest group of refugees not living in camps is extremely 
serious, because they are located in the poorest districts, where benevolent socie- 
ties and the church are already preoccupied with the destitute Greek nationals. 
The Government has provided a special although necessarily limited fund in its 
budget for medical assistance to refugees. Much attcntion must still be given to 
the prevention of TB, and provision must also be made for the convalescence of 
refugees. There is a very great need for medicine and medical appliances, ete. 
I'ree hospitalization is only obtainable if and when a free bed is available. In 
cases where this is possible, special treatment or surgery can usually only be 
given if the needed medicine, X-ray films, ete., are supplied on behalf of the 
patient from outside. Incurable patients can no longer be hospitalized free of 
charge, as all free beds are occupied and reserved for patients who applied more 
than a year ago. The Greek Government has recently felt obliged to make con- 
siderable reductions in health and welfare services. The provision for medico- 
pharmaceutical assistance to refugees had to be reduced. A sum of $110,000 is 
programed to provide the minimum necessary supplementary food, clothing, 
medical, and hospital assistance. 

Italy: The number of refugees living out of camp in Italy is between 35,000 
and 40,000. During 1953, a sum of $25,000 (table C) was allocated from the 
emergency fund for relief of the most needy cases. This relief took the form of 
monthly allowances to the most destitute families, medical care, including hos- 
pital treatment, dental treatment, and small grants in exceptional cases in order 
to facilitate emigration or obtaining employment. $15,000 of the allocation was 
expended through the National Catholic Welfare Conference, and $10,000 by the 
American Council of Voluntary Agencies which, in collaboration with the Italian 
Red Cross, set up a program of medical assistance which has proved invaluable. 
A similar allocation is proposed as indispensable to enable this program to be 
continued during 1954. In addition a sum of $5,000 is considered necessary for 
the purchase of clothing for the especially destitute cases, and a further sum 
of $10,000 for the emergency needs of 1,000 newly arrived refugees. 

Egypt: There are some 1,500 refugees who are in dire need but do not benefit 
from governmental services. This applies especially to a group of aging White 
Russian refugees. A sum of $45,000 is programed to provide medical assistance, 
supplementary feeding and special aid to the more aged refugees. 

Trieste: The essential needs of the refugees in camps in Trieste are assured 
by the Allied Military Government from funds provided bv the Italian Govern- 
ment. The most important requirement which is not adequately supplied is 
clothing, and a sum of $10,000 is programed to provide additional clothing to the 
500 most needy cases among the over 3,000 refugees in Trieste. 

Syria, Lebanon, and Jordan: The situation of approximately 500 Buropean 
refugees in these three countries is precarious and the only relief in 1953 was 
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that disbursed from UNREF via the voluntary agencies. A sum of $107,000 is 
programed to provide supplementary food, medical assistance, clothing, and 
special help to aged refugees. Included are some 68 difficult cases whom the 


High Commissioner plans to place in institutions in 1954. 

Turkey: Among the 2,200 refugees in Turkey within the High Commissioner’s 
mandate, there are 450 cases badly in need of assistance. They require supple- 
mentary food, clothing, medical and hospital assistance, and a sum of $50,000 
is programed for this purpose. 

Iran: There are some 400 destitute cases in Iran including a number of aged, 
disabled and sick who desperately need emergency assistance. A sum of $36,000 
is programed to provide medical assistance and supplementary food and clothing. 

Mr. Kry. The three programs, as you know, are the United Nations 
expanded program of technical assistance for which approximately 
$18 million is being requested, the United Nations Children’s Fund, 
for which $13.5 million is being requested, and the United Nations 
Refugee Emergency Fund, for which $500,000 is being requested. 

The CHatrmMan. How much? 

Mr. Kry. $500,000. 

The Cuarrman. Half a million? 

Mr. Key. Half a million. 


SUPPORT FOR U. N. VOLUNTARY PROGRAMS 


The executive branch attaches great importance to adequate United 
States support of these internationally operated programs. 

We regard these programs not as operations that are independent 
and apart from our bilateral programs, but as complementary to our 
bilateral efforts in related fields. 

This is particularly true with respect to the technical assistance 
programs of the United States and the United Nations. In effect the 
two types of programs represent component parts of the total United 
States effort in furnishing technical assistance to the underdeveloped 
countries of the free world. 

“ach approach, the bilateral and the multilateral, has its special 
advantages, and the use of both offers greater hope of achieving the 
overall objectives sought by the United States than the exclusive use 
of either. 

I would like to point out some of the advantages of our participation 
in the multilateral programs. It engenders goodwill for us, which I 
firmly believe could not be developed in any other way. 

As this committee is well aware, strong support for the United Na- 
tions is one of the keystones of our foreign 1 polie: y. 

President Eisenhower has repeatedly asserted this principle. 

We believe that continued vigorous participation in these programs 
strengthens the United Nations and the United States leadership in 
the United Nations by convincingly demonstrating our willingness to 
cooperate with and work thr ough t the United Nations. 


NO OPPORTUNITIES FOR COMMUNIST PROPAGANDA 





The CuHarmman. Do any of these —* ame present an opportunity 
for Communists to propagandize their idea 

Mr, Key. Ishouldn’t say so, no, not in my Feidaton. 

Senator Fursricut. Well, supposing they did, would their ideas 
prevail against ours ? 

Mr. Key. Well, I should hope net, Senator. We would do every- 
thing we could to prevent it. 


25 
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Senator Fursricut. I assume ours have some superior merit. 


Don’t you think so? 

Mr. Key. I certainly agree with you. 

The CHarrMan. Supposing the Communists got into the refugee 
work, or into one of the other programs, they certainly would do all 
they ‘could, I suppose, to foster their ideology or carry on their 
program. 

Mr. Key. With respect to the particular program which you men- 
tioned, the refugee program, I have here Mr. George Warren, State 
Department Adviser on Refugees and Displaced Persons, who could 
deal, I think, with that particular aspect which you just brought up. 
With your permission I would like to ask him to answer that ques- 
tion. 

Mr. Warren. Mr. Chairman, none of the Eastern European gov- 
ernments participate, in any way, in the office of the United Nations 
High Commissioner for Refugees. The Commissioner, Dr. Good- 
hart, is a single person. He is responsible solely to the General As- 
sembly of the United Nations and to the Economic and Social Council. 

We have knowledge of all the members of his staff, and there are 
no Soviet or Eastern European representatives on his staff. I don’t 
know that that answers your question. 

The Cuatrman. How many employees are there / 

Mr. Warren. I think altogether he has about 93. He has about 53 
at headquarters in Geneva, and about 40 out in the field. 

Senator Smriru. Is that the TRO? 


WORK OF THE U. N. HIGH COMMISSIONER FOR REFUGEES 


Mr. Warren. No, this is the United Nations High Commissioner 
for Refugees. The IRO is out of business. 

Senator Smitu. Is this the successor to the IRO? 

Mr. Warren. No. The Office of the United Nations High Com- 
missioner was organized primarily to provide legal protection for 
refugees, particularly in the European countries, in order to protect 
their civil status. 

In 1952 the Assembly authorized the High Commissioner to raise 
funds by voluntary subscription by Governments to take care of the 
most needy cases among those that were under his mandate. It is a 
comparatively small operation in terms of money. 

He has used $1 million up to date, in the last 2 years, and he is ap- 
pealing for another $1 million to complete the program for 1954. He 
has already raised, in 1954, and spent $138,000. 

Senator Smrrxn. Does he have any responsibility for placing re- 
fugees ? 

Mr. Warren. Placing the older refugees in institutions, yes. 

Senator Smiru. That isa hard core. 

Mr. Warren. He is dealing primarily with the hard core. 

Senator Smrru. We got them pretty well placed under IRO opera- 
tion ? 

Mr. Warren. To that extent, sir, it carries on the TRO operation. 
The IRO, before it was liquidated in 1952, spent about $19 million 
in placing about 35,000 hard core and their dependents in institutions 
for permanent care for the rest of their lives. 
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The High Commissioner is dealing now with the additional hard- 
core group that has developed in Europe since those arrangements 
were made. 

Senator Smrra. When I use the words “hard core” I mean those 
that we couldn’t place through our program under the IRO. We 
are sending them to Brazil and other countries of the world, 
aren’t we? 

Mr. Warren. Yes. Well, the High Commissioner uses a different 
term. He calls them “difficult cases” , but that applies not to all the 
group that remains in Europe or that couldn’t be resettled overseas, 
but only to those who require institutional care for the rest of their 
lives. They are either aged or chronically ill. 

Senator Smiru. What is the particular work that is now being done 
by whatever organization it is that Mr. Hugh Gibson is the he: ad of? 

Mr. Warren. That is the Intergovernme .ntal Committee for Euro- 
pean Migration, on which I was going to testify, in a moment. 

Senator Smiru. Then you will give us something on that, too? 

Mr. Warren. Yes. 

The Cuarmman. Allright, Mr. Key. 


ADVANTAGES OF U. N, PROGRAMS 


Mr. Key. Our participation in these programs has resulted in dis 
tinct psychological advantages for the United States. For example, 
it is an effective answer to Communist propaganda charges that we 
are seeking to dominate countries in which we have bilateral pro- 
grams. 

It is further evidence of our genunine interest in helping to pro- 
mote economic development of underdeveloped countries. Partici- 
pation in international programs in which we have a vital interest 
is also economical to the United States, because other Governments 
share the cost of such programs. 

The question of the percentage of our contribution to these volun- 
tarily financed programs is one to which the executive branch has 
continually given a great deal of thought. 

When these programs began, it was evident that it would be neces 
sary for the so-called developed countries to bear a larger propor- 
tion of the total cost than they would expect to thee of the regular 
budgets of the international agencies. 

The programs were aimed at helping countries which are least able 
to bear the costs which must be financed in hard currencies. 


PERCENTAGE OF UNITED STATES CONTRIBUTION TO U. N. VOLUNTARY 
PROGRAMS 


The United States felt, therefore, that it was in its interest to pay 
as high as 60 percent of the total internationally financed costs of the 
United Nations technical-assistance program, and 72 percent of the 
United Nations Children’s Fund, in order to get these programs firmly 
established and operating successfully. 

This has now been accomplished. 

In recent years concern ti as been expressed in some quarters of the 
high percentage which the United States has been contributing to 


these programs. 
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I would like to point out that this year, for the first time, we have 
achieved a reduction in our percentage to the United Nations tech- 
nical-assistance program, and are proposing as our ultimate goal 50 
percent of the total government contributions to the central account 
of that program. 

In the United Nations Children’s Fund we are proposing to reduce 
our percentage to 60 percent of contributions to the central account 
for the period ending June 30, 1955. For the United Nations Refu- 
gee Emergency Fund our request amounts to 41 percent of the total 
budget requirements for the program in 1954. These decisions were 
arrived at after careful consideration. 

While we feel that other governments are now able to bear a larger 
share of the cost of the technical-assistance and child-welfare pro- 
grams, and therefore, our share should be gradually reduced, we 
don’t want to make such drastic reductions in the United States per- 
centages as to cause a crippling curtailment in the total international 
effort. Such action would certainly destroy the good will and coop- 
eration which we have built up during the past several years through 
our support of these programs. 

We believe that the reductions proposed in our percentage of con- 
tribution to these programs are in accord w ith the objectives expressed 
above, 

ENDORSEMENT OF U. N. PROGRAMS 


I have with me a message from your former colleague, Ambassador 
Henry Cabot Lodge, strongly endorsing this Government’s partici- 
pation in the voluntar y United Nations programs. 

We consider this a very significant st: itement, and with your 
approval would like to leave it for insertion in the record. 

(The statement above referred to is as follows :) 


UNITED NATIONS SPECIAL PROGRAMS FINANCED BY VOLUNTARY CONTRIBUTIONS 


In response to a request from the Department of State for his views on the 
voluntary programs of the United Nations, Ambassador Lodge on May 7, 1954, 
sent the following message to the Secretary of State: 

“* * * let me say that, in addition to my own generally favorable impression, I 
have been struck by favorable reaction of members of United States delegation 
at last session of General Assembly assigned to committees dealing with these 
programs, Mr. Henry Ford, Mr. James D. Zellerbach, and Ambassador James 
Wadsworth. The newly appointed United States representative in ECOSOC, 
Mr. Preston Hotchkis, a distinguished California businessman and rancher, also 
has most favorable impression. Certain points and developments, some of which 
I mentioned last year, may be of interest to those considering these programs: 

“1. These multilateral programs contribute to tying together and strengthen- 
ing the free world in its broadest terms through concrete oe and fully 
cooperative activities. I am reliably advised that the U. N. programs in such 
countries as Pakistan, Afghanistan, and Libya in such saciid as land reclamation, 
irrigation, development of plans for hydroelectric power projects, training in the 
maintenance and use of construction equipment and farm machinery are having 
good results. 

“2. Certain countries find it difficult or impossible accept bilateral assistance 
from us or from Colombo plan because of local public opinion and political con- 
ditions. In such countries existence U. N. programs tends to compensate for 
fact that United States bilateral programs and efforts are unacceptable. 

“3. Substantial support these programs has given us psychological and propa- 
ganda advantage over Soviet bloc. We have publicly taunted them with not 
taking advantage of opportunity be helpful instead of concentrating on violent 
words and violent deeds. This may well have had some influence in U. 8. S. R. 
now feeling itself forced make 4 million rubles ($1,000,000) contribution to pro- 
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gram. Efforts of Soviets in various U. N. bodies play up this contribution as 
great step forward have evoked polite but slightly cynical reaction from non- 
Soviet countries. United States, because of its much more generous contribu- 
tion, has revealed insincerity U. S. S. R.’s purely propaganda interest in less 
developed countries. In light Soviet contribution, however, it is particularly 
important that United States should be in position continue its participation in 
these programs on generous basis. 

“4. I share view of Randall Commission that the United Nations technical 
assistance program should be strengthened and expanded. 

“5. In line with congressional views and agreed recommendations Randall 
Commission and Eric Johnston Board, effort is being made achieve gradual 
reduction in United States percentage contribution to these multilateral pro- 
grams. In some cases, such as TA program and Children’s Fund, reduction 
can be achieved somewhat more rapidly than in programs like Palestine refugee 
program and Korean reconstruction program where sums involved are much 
larger and interest of other governments is more difficult to sustain. 

“6. As I have peviously noted, multilateral programs of all types are less costly 
to United States taxpayers because other governments share part of cost of pro- 
gram in which United States has vital interest. Further, it is often possible 
obtain from other countries skilled personnel in fields in which United States 
has substantial shortages. For example, experience of United States in tropical 
medicine and tropical agriculture is more limited than that of many other coun- 
tries, and experts in these fields are usually drawn from Western Europe with 
tropical possessions or from tropical countries. In such cases we cannot provide 
adequate expert knowledge. 

“7, United States nationals hold many important positions in U. N. agencies 
administering these programs. This, with United States membership and vigor- 
ous participation in overseeing bodies tends to assure United States of use of 
funds in line with overall United States objectives. Examples: Agent general, 
Korean Reconstruction Agency, Lieutenant General Coulter; director, Palestine 
refugee agency, Henry Labouisse; executive director, Children’s Fund, Maurice 
Pate; and director general, Food and Agriculture Organization, Phillip Cardon. 
A large number United States nationals hold key positions both as assistant 
directors and as field representatives of various agencies. 

“8, Interest of other governments in TA program is reflected by increased 
pledges announced by other governments, subject to parliamentary approval. 
Increases for 1954 as against 1953 were announced by 26 countries. I agree 
with Governor Stassen that we should do more multilaterally where other gov- 
ernments are prepared to increase their contributions. 

“9 Reductions United States level of support these programs would be inter- 
preted as expression lack of interest economic welfare nations in Latin America, 
Asia, and Middle East which in one way or another are important to United 
States. Further, in many cases like Palestine relief, actual existence possibility 
future improvement thousands of persons directly dependent on United States 
contribution. Accordingly urge earnest and favorable consideration proposed 
contributions by all concerned.” 

Lopae. 


Mr. Key. I would like now to comment briefly on each of the specific 
programs under consideration. 


J. N. TECHNICAL ASSISTANCE PROGRAM 


First, the United Nations expanded program of technical assistance, 
often referred to as UNTA. 

We are asking you to consider today a request of approximately 
$18 million for authorization as the United States contribution to 
the United Nations technical assistance program for fiscal year 1955. 
This represents a sizable increase over the $8,500,000 appropriated 
in fiseal year 1954. 

The increase is due to the following factors. 

A. It was necessary to use approximately $4,600,000 of the 1954 
funds to complete payment of the United States pledge for calendar 
year 1953, leaving a balance of only $3,900,000 available to apply 
toward the 1954 pledge. 











384 MUTUAL SECURITY ACT OF 1954 


B. The conference at which governments were asked to make pledges 
in support of the 1954 program was held in November 1953. The 
administration was therefore faced with two unsatisfactory alterna- 
tives: either to pledge only the amount already available, that is 
$3,900,000, or to pledge a larger amount, a part of which would be 
subject to congressional approval. 

The first alternative would have meant such a sharp reduction in 
United States support and correspondingly in the total program, that 
there would have been a serious question as to whether the program 
could continue. 

In view of the importance which we attach to this program as a 
part of the total effort to assist underdeveloped countries, the decision 
was made to make the larger pledge, which would be subject, in part, 
to congressional approval. 

The United States pledge for 1954 amounted to $13,861,809. Of 
this amount, $9,957,621 was pledged subject to the approval of Con- 
gress and the authorization of this amount is contained in the current 
request. 

©. In order to meet the desire expressed by the Congress last year 
to place the authorization on a United States fiscal year basis, an 
additional amount of $8 million is being requested as approximately 
one-half of a proposed United States contribution toward the calendar 
year 1955 UNTA program. 

There has been some past criticism that the bilateral and multi- 
lateral technical assistance programs duplicate each other. Persons 
in the United States Government and in the United Nations who are 
responsible for the operation of the two programs have given this 
problem the closest scrutiny and attention. 

Although there may have been some instances of duplication in the 
past, close, almost daily collaboration now exists between representa- 
tives of the United States and the international agencies both in the 
countries themselves and at the headquarters level. 

As a result, overlapping and duplication have virtually been elimi- 
nated, and the total available technical assistance resources are being 
effectively utilized. 

The United Nations expanded program of technical assistance is 
proving to be one of the most worthwhile and successful of the United 
Nations voluntary programs. International technical cooperation as 
carried out by the United Nations is a new and significant form of 
international cooperation and self-help, and one which we believe 
merits the continued wholehearted support of this Government. 


UNITED NATIONS INTERNATIONAL CHILDREN’S FUND 


should like to take up the United Nations Children’s Fund, 
UNICEF, next. 

The $13,500,000 requested as the United States contribution to the 
United Nations Children’s Fund may be broken down into two parts: 
first, $9 million for the full United States contribution to the calendar 
year 1954 program of UNICEF, and, secondly, $4,500,000 for one-half 
of the estimated United States contribution to the calendar vear 1955 
program. This amount puts the authorization for UNICEF on a 
United States fiscal year basis. 

The Children’s Fund is today bringing practical benefits of real 


significance to the children of the underdeveloped countries of the 
world. 
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The CHarrman. In all three of these funds will you put into the 
record so that anyone who reads can understand, the percentage of 
United States costs for the total amount. 

What does it cost to operate the Children’s Fund percentagewise, of 
the amount of $18 million ? 

I would like to have the same figures for refugee and technical assist- 
ance. I think that is a very important thing to have, to answer the 
criticisms. If we have definite information on that, we can say this 
is the cost. 

Mr. Key. All right, sir, we will see that those figures are placed in 
the record. 

(The information above referred to is as follows :) 


Unitep Nations ExepaNpEeD PROGRAM OF TECHNICAL ASSISTANCE ® 


Pledges to central account, local contributions, and funds allocated for country 
assistance—Calendar year 1954 


Contributions Total pledg Funds «llo- 
and wiledges to central eated for 
‘Sandee tral Percent recount and country 
o central foal ey 
106 assistance 


iccount 





ontributions| (estimated) 


North America: 


United States ‘ $13, 861, 809 57.08 2 $13, 861, 809 
Canada...-- 1, 500, 000 6. 18 1, 500, 000 
Total 15, 361, 809 63. 26 15. 361, 809 
Europe 
Austria... 19, 231 OS $333, 000 352, 231 $29, 989 
Belgium... 324, 000 1.33 324, 000 
Byelorussian Soviet Socialist 
Republic -- 50, 000 21 50, 000 
Czechoslovakia_. 69, 444 29 69, 444 
Denmark... 434, 342 1.79 $34, 342 
Finland 10, 000 04 50, 000 60, 000 19, 675 
France 1, 207, 500 4. 97 1, 207, 500 
Germany, Federal Republic of 148, 810 61 148, 810 
Greece__.. 5, 000 02 35, 000 40, 000 95, 341 
Iceland _. 2, 806 01 3, 000 5, 806 | 1,015 
Italy 96, 000 .40 21, 000 117, 000 44, 900 
Netherlands. 600, 000 2. 47 600, 000 
Norway 97, 998 . 40 97, 998 
Poland 75, 000 31 75, 000 
Spaii...-. 1, 000 1, 000 15, 000 
Sweden_.-- 483, 279 1. 99 483, 279 
Switzerland 233, 372 96 233, 372 
Turkey... 201, 495 83 1, 281, 000 1, 482, 495 522, 467 
United Kingdom 1, 820, 218 7. 50 1, 820, 218 
Yugoslavia_..... 82, 500 . 34 1, 426, 000 1, 508, 500 666, 572 
Ireland. : 14, 001 06 4, OO1 
Vatiean City -. 2, 000 01 2, 000 
Luxembourg ied 2, 500 .O1 |. 2, 500 
Monaco... 1,429 01 1, 429 
Portugal... pe ee | 5, 000 5, 000 5, 037 
Ukrainian Soviet Socialist Re- 
public. ‘ weed 125, 000 51 125, 000 
Total_.__. 6, 105, 925 25. 15 3, 155, 000 9, 260, 925 1, 399, 996 
Near East and Africa: 
Regional projects 53, 000 53, 000 435, 234 
Egypt. i 86, 157 | . 35 | 350, 000 | 436, 157 543, 373 
Ethiopia. ......- ; 20, 000 . 08 480, 000 500, 000 261, 462 
Tran... . . 50, 000 21 863, 000 913, 000 794, 711 
Iraq- : 14, 002 . 06 997, 000 | 1, O11, 002 451, 826 
Israel... a 50, 000 . 21 1, 454, 000 1, 504, 000 328, 114 
i a 6, 846 . 03 79, 000 85, 846 82, 153 
Libya___ | 3, 600 01 600, 000 603, 600 | 631, 751 
British West Africa_... 8, 200 
French Africa _ - Smit nee 313, 000 313, 000 17, 805 
Gambia. .. ablide : 7, 000 7,000 | 6, 000 
Gold Coast. 9 40, 000 40, 000 | 48, 375 
Liberia. 15, 000 . 06 99, 000 114, 000 215, 991 
Morocco... : kde ‘ 173, 000 173, 000 | 17, 345 
PE ok enidudasnen< 3 ‘ i 135, 000 135, 000 | 32, 867 
Somaliland__ icinatinstatdabiy owed 4 , 4, 000 | 4, 000 | 24, 000 
Sudan....-..- bol 14, 000 


See footnotes at end of table. 
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Pledges to central account, local contributions, and funds allocated for country 
assistance—Calendar year 1954—Continued 


Funds allo- 


Contributions Estimated /|Total pledges 


} 
} 
| 


and pledge local contri- to central cated for 
" io eentiineh Percent | butions by | account and | country 
assisted | local | assistance 


account 


| governments |contributions| (estimated) 


Near East and Africa—Continued | 


langanyika. .- $37, 000 $37, 000 

lunisia_... 139, 000 139, 000 

Uganda . 

Jordan $2, 800 0. 01 121, 000 123, 800 216, 180 

Syria 11, 410 05 1, 892, 000 1, 903, 410 | 361, 403 

Cyprus ‘ 5, 000 5. 000 12, 015 

Saudi Arabia 15, 000 06 692, 000 707, 000 130, 735 

Yemen 2,100 Ol 5 O00 7,100 38, 687 

Afghanistan 10, 000 . 04 787, 000 797, 000 424, 760 
Total 286, 915 1,18 9, 325, 000 9, 611, 915 5, 195, 753 


Asia and the Far East 


















Regional projects | 577, 425 
Australia . 400), O00 1. 65 400, 000 
Burma 12, 000 . 05 828, 000 840, 000 
Cambodia ‘ 143, 000 143, 000 
Ceylon 15.000 06 8. 834. 000 3 849. 000 
N China (Taiwan 15, 000 06 | 590, 000 605, 000 
\ Hong Kone 65. 000 65. 000 
India 300, 000 5, 855, 000 6, 155, 000 
Indonesia 65, 790 2, 888, 000 2, 953, 790 
Japan RS, 000 3, 000 8&3, 000 
Korea 3, 000 1, 000 4, 000 
Lat 2, 857 01 5, 000 17, 857 
Malaya , “id 240, 000 240, 000 
Nepal 14, 000 14, 000 
North Borneo... 30, 000 30, 000 
New Zealand 125, 593 . 52 , 593 
Pakistan 166, 213 . 68 3, 071, 000 3, , 213 
Philippine 55, 000 . 23 587, 000 642, 000 
Seamo.r 
Sarawak 81, 000 81, 000 
Singapore. 97, 000 97, 000 
Thailand 40, 000 16 1, 875, 000 1, 915, 000 
Viet Nam... 7, 500 03 33, 000 40, 500 
Total 1, 287, 953 5. 30 20, 250, 000 21, 537, 953 5, 867, 330 


Latin America 

















Regional projects 000 1, 140, 000 1, O83, 731 
Argentina 300, 000 300, 000 
Bolivia 7, 895 , 000 188, 895 
Brazil . 540, 541 000 1, 301, 541 
Chile 58, 909 000 583, 909 
Colombia 125, 000 000 636, 000 | 
Costa Rica 6, 000 000 306, 000 
Cuba } 000 | 17, 000 | 
Dominican Republic 000 203, 000 
Ecuador 6, 400 03 373, 000 , 400 
El Salvador 7, 000 . 03 287, 000 294, 000 | 
Guatemala 7, 500 . 03 123, 000 130, 500 | 
Haiti 12, 000 .05 | 124, 000 136, 000 | 
Honduras 8, 000 .03 | 170, 000 178, 000 
Mexico 34, 682 .14 1, 310, 000 1, 344, 682 | 
Nicaragua. 5, 000 .02 43, 000 48, 000 | 
Panama 3, 000 .01 n. a. 3, 000 
Paraguay C 8, 000 - 03 | 515, 000 523, 000 | 
Peru os 12,000 . 05 | 382, 000 | 394, 000 | 
Uruguay 75, 000 ol 5, 000 80, 000 
Venezuela 25, 000 10 | 34, 000 59, 000 
British Guiana. 8, 000 | 8, 000 
Jamaica ‘. 7 24. 000 | 24, 000 
Trinidad. . ive 19, 000 | 19, 000 | 
Total ' : 1, 241, 927 5.11 7, 055, 000 8, 296, 927 | 4, 332. 671 
Interregional projects 4 456, 727 
TORR cab eek ee Sicinaedaee 24, 284, 529 100. 00 39, 785, 000 | 64, 069, 529 | 317, 252, 477 


1 Of this amount, $9,957,621 was pledged subject to congressional approval 

3 The United States pledge represents approximately 22 percent of the total of pledges to the central fund 
and local contributions by assisted governments. 

* The total of funds allocated for country assistance is the estimated cost of projects approved by the 
Technical Assistance Board in December 1953 for execution in 1954. Additional projects may be approved 
as funds become available. The total shown does not include estimated central administrative and indirect 
operational costs of the participating organizations or the estimated cost of the secretariat of the Technical 
Assistance Board. 
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Comparative table of pledges and payments as of May 31, 1954 


[United States dollar equivalent] 


= la 





























1952 1953 1954 
‘ Country - = 
Pledge Payment Pledge Payment Pledge Payment 
Afghanistan $7, 001 $7, 001 $10, 000 $10, 000 $10, 000 
Argentina 200, 000 200, 000 200. 000 200, OOF 300, 000 
: Australia 190, 000 190, 000 400, 000 400, 000 100, 000 $84, 405 
* Austria 19, 231 19, 231 19, 231 19, 2 19, 231 
Belgium 270, 000 270, 000 283, 500 270, Om 324, 000 270, 000 
Bolivia 12, 500 12, 500 25, 000 25 000 7. R95 
Brazil 459, 459 230, 324 459, 459 74, 551 40. 541 
Burma 8, 000 &, 000 12, 000 12. 000 12. 000 12, 000 
Byelorussian Soviet Socialist 
Republi 0, 000 10, 000 
Cambodia 5, 000 000 000 5 000 
Canada 750, 000 50. 000 800, 000 R00, OOK 1, 500, 000 143, 732 
Ceylon 15, 000 15, 000 1 (M 15, 000 15, 000 5 000 
; Chile 174, 194 174, 194 209, 032 174, 194 18, 909 
§ China 10, 000 10. 000 10, 000 10. 000 15, 000 
i Colomhia 100, 000 100. 000 100, 000 00. 000 125, 000 
Costa Rica 5, 000 5 000 5. 000 5 MK 6. 000 5 000 
Cuba 50, 000 0, 000 ll 
Czechoslovakia 69, 444 69, 444 
Denmark . LO8, 585 108, 585 134 42 $34 42 454, 342 224, 410 
: Dominican Republic 6, 000 6, 000 10, 000 10, 000 fe 
g Ecuador 6, 300 6, 300 6, 400 41 6, 400 21) 
3 Egypt 81, 850 81, 850 &6, 157 86, 157 86, 157 86, 157 
4 El Salvador 5, 000 5, O00 6, 000 000 7, 000 
4 Ethiopia 20, 000 20, 000 20, 000 20, 000 
Federal Republic of Germany 119, 048 119, 048 148, 810 148, 810 148. 810 
Finland 10. OW 10, 000 10. 000 10. 000 10. 000 5, 000 
France 1, 064, 643 1, 064, 64 1, 207, 500 1. 207, 500 1, 207, 500 1, 207, 500 
3 Crreece 20, 295 20, 295 20), 295 20), 29 000 000 
Guatemala 7, 500 7. 500 7. 500 2 FM 7 BOO 
3 Haiti 12, 000 12, 000 12, 000 12. 000 12, 000 12. 000 
Honduras 8, 000 8. 000 9, 600 » HK g O00 
4 Iceland 2 5OO 2. 500 x00 2 Si 2, 806 
India 275, 000 275, 000 300. 000 300, 000 
Indonesia $3, 860 43, 860 63, 58 65, 790 
Iran 410, 000 40, 000 10. 000 a) O00 
Iraq 5, 000 5, 000 11, 201 11, 201 14, 002 
Ireland 14, 002 14, 002 14, 001 
Israel 28, 003 28, 003 10, 000 40, 000 50. 000 10. 000 
Italv 93. 000 98. 000 yg vn) 6, 000 
J »pan - 8D, O00 80, OOO 80, 000 SU, OOF 80, OOO SO, OOO 
Jordan : 2, 800 
Korea aaeaial 5, OOF 3, 000 000 S OOK 000 
Laos 5. 000 2, 840 4 S57 28 
Lebanon... 6, 846 6, 846 6, S4¢ 6, S4¢ 6, 846 
Liberia 12, 000 12, 000 12, 000 12, 000 15, 000 
Libya 3, 000 3, 000 3, 600 3 600 
Luxembourg 2, 500 2, 500 2, 500 », SO 2, 500 2, 500 
Mexico ° 34, 682 34, GR2 1, 682 4, 682 4, 6R2 
: Monaco “ 2, 857 2, 857 1,143 1,143 1, 429 1,429 
: Netherlands 400, 000 400, 000 21, 05 (21, 053 600, 000 300, 000 
New Zealand 126, 015 126, O15 125, 59 125, 59 l 593 125, 593 
Nicaragua 5, 000 5, 000 5, 000 5, 000 5. 000 
g Norway : 55, 999 999 69, 999 69, 999 708 
Pakistan 103 151, 103 166, 213 166, 21 166, 213 
Panama 3, 000 000 3, 000 3, 000 
q Paraguay. ae 5, 000 5, 000 5, 000 5, 000 8, 000 i. 
‘ Peru 10, 000 12, 000 
4 Philippines 50, 000 50, 000 50, 000 50, 000 55, 000 
Poland... , 75, 000 75, 000 75, 000 75, 000 
Saudi Arabia , 000 15, 000 15, 000 15, OOF 15, 000 15, 000 
} Sweden ad 336 357, 336 386, 623 386, 62. 483, 279 06, 656 
5 Switzerland... . 218, 862 218, 862 233, 372 233, 372 233, 372 58, 343 
7 Syria 11, 410 11, 410 11, 410 11, 410 11,410 
; Thailand ; 34, 000 34, 000 40, 000 40, 000 40, 000 
5 Turkey 182, 000 182, 000 183, 571 183, 571 201, 495 
. Ukrainian Soviet Socialist 
Republic 125, 000 125, 000 
United Kingdom 1, 260, 151 1, 260, 151 1, 400, 168 1, 400, 168 1, 820, 218 1, 820, 218 
United States 11, 400, 000 | 10, 750,000 |! 12, 767,145 | 12, 767,145 |7 13, 861, 809 14, 188 
Uruguay 50, 000 50, 000 75, 000 4 G25 75. 000 


See footnotes at end of table. 
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Comparative table of pledges and payments as of May 31, 1954—Continued 


{United States dollar equivalent] 


1952 1953 





1954 
Country - a (Pinna E 
Pledge Payment Pledge Payment Pledge Payment 
Vatican City ; A Sates $2, 000 $2, 000 
Venezuela $20, 000 $20, 000 $25, 000 $25, 000 25, 000 cchilittlaiilatey 
Vietnam 7, 500 7, 500 7, 500 7, 500 7, 500 7, 500 
Yemen 2, 100 | 2, 100 | 2, 100 2, 100 
Yugoslavia 50, 000 50, 000 | 62, 500 | 62, 500 | 82, 500 82, 500 


| 
18, 797, 232 17, 863, 937 | 21, 395, 687 | 21, 036, 209 |$24, 284,529 | 9, 335, 616 
| 


Total 
U.8. 8. R.¢. s 1, 000, 000 | 1, 000, 000 | L 
Total iaiabas 22, 395, 687 | 22, 036, 209 | by 








1 Of this amount $8,171,333 was paid from funds appropriated for fiscal year 1953 and $4,595,812 from funds 
appropristed for fiscal year 1954. 

2 Of this amount $9,957,621 was pledged subject to congressional approval. 

8’ This total includes the Byelorussian Soviet Socialist Republic pledge of 200,000 rubles, equivalent to 
$50,000, and the Ukrainian Soviet Socialist Republic pledge of 500,000 rubles, equivalent to $125,000. Both 
of these pledges originally had limitations attached which made them unacceptable. However, the limita- 
tions were withdrawn in May 1954, and the contributions were then accepted. 4 

4 Pledge for 1953 program originally offered in July 1953 with limitations attached which made it un- 
acceptable. These limitations were removed in March 1954 and contribution was then accepted. 

Note.—T hese figures represent contributions to the U. N. technical assistance special account from which 
allocations to the participating agencies are made. They do not include contributions made by recipient 
governments to the cost of projects carried out in their own countries in local currency or goods and services. 
These local contri utions are estimated to be approximately twice the cost borne by the participating 
agencies financed from the special account 

Number of countries pledging per year: 1952, 65; 1953, 69; 1954, 71. 


UNITED NATIONS CHILDREN’S FUND 


United States contributions and contributions of other governments according 
to year of receipt 


| Contributions, 





Contributions, 


Contributions, 


Contributions, | 














1947-50 1951 1952 1953 Total 
a ee Oe ee em ee 
Per- Per- Per- Per- | Per 
Amount jcent-; Amount |cent-, Amount jcent-; Amount |cent-| Amount cent- 
| age | age | age | age | age 
| | ee Th ds came» - on) alla 
CENTRAL ACCOUNT | 
United States- _..|$74, 900, 000| 70. 4/$5, 850, 000| 56. 1/$6, 666, 667) 71.3 $9,814,333) 68. 1/$97, 231,000) 69.1 
Other governments_- 31, 584, 221 4, 566, 477 ..| 2,685, 950).....| 4,607,036).....| 43, 443, 684). _._ 
Total ...... ...|106, 484, 221 10, 416, 477 | 9, 352, 617|.._._|14, 421 140, 674, 684 
TOTAL CONTRIBUTIONS | oi : | , | 
Other governments: | 
Central account._.| 31, 584, 221).....| 4, 566, 477)... 2, 685, 950|.....| 4, 607,036)..._.| 43, 443, 684 
BOGE. noon 214, 538, 000 31, 122, 000 23, 616, 000) - - 25, 061, 000 294, 337, 000 
Subtotal. ____.__|246, 122, 221] 35, 688, 477 26, 301, 950) 29, 668, 036 337, 780, 684) ___- 


United States. 


321, 022, 221 


.|41, 538, 477) 





a 74, 900, 000; 23.3) 5, 850, 000 14. 1| 6, 666, 667) 20.2) 9, 814, 333) 24.9) 97,231,000) 22.4 


32, 968, 617|.__.. |39, 482, 360|_____ 435, 011, 684|._._- 
! i ! | 
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Contributions to central account, local contributions and allocations from the 
central account—calendar year 19538 














Contribu- Local con- Total central Alloc: 

UNICEF-aided countries tions to Percent-| tributions | account and Fp 

} central age by assisted | local contri- : ae 
| account governments butions account 
Africa: | 
Bechuanaland $21, 000 $21, 000 | $35, 000 
Belgian Congo and Ruanda- 

Urundi a 5, 000 5, 000 , 000 
Kenya, Tanganyika, and Uganda 136, 000 136, 000 | 000 
Mauritius._......... 2, 000 2, 000 , 000 
Morocco-.-...- 191, 000 191, 000 | , 000 
Nigeria Red 505, 000 505, 000 , 000 
Tunisia eae 44, 000 44, 000 5, 000 

Total. _- ‘ ei ; 904, 000 904, 000 000 

Asia: 
Afghanistan __._-- $8, 000 0. 06 487, 000 495, 0CO 000 
Brunei... = “ , 000 
Burma.....<.... 56, 000 . 39 1, 193, 000 1, 249, 000 | 52, 850 
Cambodia___._- * 1, 000 .01 19, 000 20, 000 | 23, 000 
Ceylon. nee ¢ 7,497 . 05 473, 000 480, 497 | 92, 46.) 
China (Taiwan) “ : . ; 231, 000 231, 000 116, 006 
Hong Kong ‘nineties 3, 000 3, 000 | 7, 000 
India iinas 315, 000 | 2.18 4, 898, 000 5, 213, 000 | 2, 512, 000 
Indonesia. - . -. ; 100, 000 | . 7 3, 076, 000 3, 176, 000 1, 126, 800 
Japan ‘ 200, 000 1. 39 515, 000 715, 000 | 303, 000 
Korea. -. ‘ 1, 000 01 603, 000 604, 000 603, 000 
Malaya. -- 24, 500 . 687, 000 711, 500 47, 000 
North Borneo-. 1, 000 1, 000 
Pakistan. _.- 60, 450 42 | 1, 252, 000 1, 312, 450 | 554. 000 
Philippines | 50, 000 . 35 345, 000 395, 000 | 251, 000 
Sarawak... .- ; | 7 26, 000 26, 000 | 8, 000 
Singapore... _... | 1, 000 1, 000 | 22, 000 
Thailand i 739, 685 | 5.13 131, 000 870, 685 | 142, 800 
Vietnam. ._- . 4, 445 03 @) 4, 445 | 37, 000 
Regional BCG team | : (?) | 30, 000 
ER ye . | 1, 567, 577 | 13, 941, 000 15, 508, 577 | 6, 388, 850 
Eastern Mediterranean: | | | 
Egypt ; ] | 826, 000 826, 000 186, 000 
Ethiopia. . 31, 000 31, 000 | 25, 000 
Iran 152, 000 152. 000 151, 000 
Iraq 56, 000 .39 184, 000 240, 000 | 242, 000 
Israel 50, 200 | 35 175, 000 225, 200 | 50, 000 
Jordan (?) oan 141, 000 
Libya. . ( aol 51, 000 
Sudan ; 18, 000 18, 000 | 18, 000 
Syria i - | 69, 000 69, 000 | 72, 000 
Turkey 17, 857 aa 1, 190, 000 1, 207, 857 133, 000 
Palestine refugees (2) | 200, 000 
Regional statistician | @ 10, 000 
Total... 124, 057 2, 645, 000 2, 769, 057 | 279, 000 
= == soa = —<—— 
Europe: } 
Austria a 23, 554 | .16 | 197, 000 220, 554 59, 000 
Germany See é< ; | 47, 619 . 33 | 1, 000 900 
Greece } 26, 000 .18 200, 000 206, 000 
Italy 31, 200 22 2, 000 
Yugoslavia .| 170, 386 1.18 2, 000, 000 2, 224, 000 
Total 298, 759 | 2, 400, 000 2, 698, 759 4189, 900 
Latin America: | 
Bolivia. 5 | 9, 000 29, 000 | 23, 000 
Brazil. - * 161, 725 1.12 2, 402, 000 2, 563, 725 842, 000 
British Guiana. | | , 000 10, 000 | 18, 500 
British Honduras... | | 9, 000 9, 000 4, 000 
Chile . ocialaeds | 92, 213 ' 64] , 000 439, 213 75, 500 
Colombia. = 25, 606 18 4, 000 359, 606 | 95, 000 
Costa Rica... | 10, 001 | 07 35, ONO 445, 001 159, 000 
Dominican Republic_ 50, 000 35 , 000 178, 000 | 85, 000 
Ecuador ......-- i | 6,313 | 04 51, 000 67,313 25, 000 
El Salvador... 20, 000 420, 000 140, 000 
Grenada 000 9, 000 5, 600 
Guatemala. --.- —- 2, 000 342, 000 76, 700 
Honduras. .....-- 7 ais 20, 000 | .14 36, 000 86, 000 43, 000 





1 Not available. 
2 Not applicable. 
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Contributions to central account, local contributions and allocations from the { 
central account—calendar year 1953—Continued 











Contribu- Local con- | Total central A Nosstinns 
' — tions to Percent-| tributions | account ard oa . 
UNICEF-~ ad © ¢ . i ir © { “ 
NICE F-aided countries central age by assisted | local contri- | oo a : 
account governments butions nee : 
Latin America—Continued 
Mexico $220, 000 $220, 000 $200, 000 j 
Panama 19, 000 19, 000 11, 500 2 
Paraguay ‘ 50, 000 50, 000 38, 000 7 
Peru $97, 222 0. 57 290, 000 387, 222 90, 000 
St. Kitts 5, 000 5, 000 5, 500 
Total 463, 080 5, 171, 000 5, 634, 080 1, 937, 300 : 
Nonrecipient governments : 
Australia 224, 000 1. 55 224, 000 : 
Canada 507, 614 3. 52 507, 614 3 
Denmark 57, 920 4() 57, 920 3 
France... 500, 000 3. 47 500, 000 
Haiti 10, 000 07 10, 000 
Iceland 3, 094 02 3, 094 
Liechtenstein 468 + 468 
Luxembourg 3.000 3, 000 5 
Monaco 1, 143 1,143 
Netherlands 39, 474 39, 474 
New Zealand 140, 000 140, 000 
Norway 28, 000 28, 000 
Sweden 2 193, 050 1.34 193, 050 
Switzerland San : 163, 800 +. 163, 800 
United Kingdom__--- 280, 000 1. 94 |. 280, 000 
United States me 9, 814, 333 68. 05 9, 814, 333 : 
Vatican a ibicat 2, 000 01 2, 000 
Total rh 11, 967, 896 11, 967, 896 
Grand total 14, 421, 369 100. 00 25, 061, 000 39, 482, 369 10, 677, 050 
; 
a 
4 
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United Nations refugee emergency fund—Proposed United States share of 
calendar year 1954 program 
Total estimated budgetary requirements__.________--_-_-__ .. * $1, 222, 000 


Proposed United States contribution._.__...__-._.__ atlas 500, 000 
Percentage, proposed United States contr ibution_. steht ceil ashame mani 41 


Of this amount, $138,000 had been contributed as of Mar. 31, 1954, leaving a balance 
of $1,084,000 required to meet the budget. 


NOTE.—From the establishment of the fund in 1952 through March of 1954, 16 govern- 
ments plus the Holy See have pledged or contributed a total of $957,012. These govern- 
ments are Australia, Austria, Belg sium, Canada, Denmark, France, Germany, Greece, Liech- 
tenstein, Luxembourg, Netherlands, New Zealand, Norway, Sweden, Switzer and, and the 
United Kingdom. (The United States has not previously made a contribution to the fund. 

Mr. Key. These benefits from the Children’s Fund take the form of 
intelligent and well-considered assistance to governments of the under- 
developed countries to enable these governments to build into their 
own activities programs of maternal and child health and welfare 
assistance which would not be possible in the absence of external 
help. 

In recognition of the accomplishments of UNICEF, the United 
Nations General Assembly voted unanimously last fall to continue 
the Children’s Fund for an indefinite period. 

The Cuatrman. I wonder if the children themselves and their par- 
ents in these countries have appreciation of the fact that we are 
paying practically three-fourths of the amount. 

We realize, as was said this morning, that you can’t buy friendship. 
But sometimes facts do help a lot if they are constructive. All over 
the world we are in a battle, as we all say, for the minds of men. I 
often think we are in a battle for the hearts of men and women. 

Mr. Key. Mr. Chairman, I couldn’t agree with you more, and I 
think I can say that there is a very real appreciation in these countries 
of this program for children. 

It is a program which has universal appeal, and, as far as the heart 
of man is concerned, I don’t know anywhere that you can appeal better 
than by helping a young child, an infant and a mother. 


NUMBER OF UNITED STATES TECHNICIANS UNDER U. N. TECHNICAL 
ASSISTANCE PROGRAM 


The Cuarrman. In the technical assistance program, due to the fact 
that our percentage runs into what was it, sixty-odd percent 

Mr. Key. About 57 percent. 

The Cuatrman. Are better than half of the technical assistants that 
go out Americans? 

Mr Key. No. This depends on the nature of the particular pro- 
gram. When we get into that sort of detail, I will ask Mr. Phillips 
here to address himself to that question. He is my special assistant 
and has those details. 

The CuatrMan. We are engaged, as I heard this afternoon down at 
the Press Club, in a terrific battle, which in some places we are winning 
and others not, for what we call the minds of men. There is no better 
salesman than a good American technician who goes out and sells the 
American know-how. 

I am just wondering whether or not we lose sight of what you might 
call the tool that does the job. 
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Mr. Purmures. Mr. Chairman, as of the end of last year, there were 
187 experts recruited from the United States in the entire United 
Nations Technical Assistance Program. Now there are in the entire 
program approximately 1,100 experts or somewhat fewer from all 
the agencies in the field. Of that number, the United States had 187, 
which represented about 18 or 19 percent of the total number. 

The Cuarrman. Have we knowledge on how these other 82 percent, 
think ? 

Mr. Pures. It has been my brief experience, Mr. Chairman—I 
have only seen these programs in operation in 1 or 2 countries with my 
own eyes—that those experts or technicians who work with the people, 
who work with the local echelons of government, are motivated by the 
knowledge that they have a technical skill which they are trying to 
teach these individuals. 

I have found no evidence whatsoever of any subversive intent on the 
part of these experts to utilize their positions for political reason, and 
I have heard of none. 

The Cuarrman. Have you broken them by countries? 

Mr. Pures. Yes, sir. 

The Cuamman. You might put that in the record. 

Mr. Puiuares. I can give you a complete table of the number of ex- 
perts, their nationality, and the percentage they represent of the total. 

The Cuatrman. All right, it will be included in the record. 

(The table above referred to is as follows:) 


United Nations expanded program of technical assistance 


Experts by nation 
ality in field as of Dec. 81, 1958 


Nationality | Number | | oO Nationality | Number | rere 
Se <Lpenere | | 
United States | 187 18.63 || Jordan toe 4 0. 40 
United Kingdom 164 16. 33 Ecuador.. i 4 . 40 
France 75 7.47 Czechoslovakia... _- ont t .40 
Netherlands 68 6.77 isveel..... 4 | 40 
Canada 44 4.38 || Bolivia 3 | 30 
Denmark 39 3. 88 Panama_. 3 | 30 
Australia 29 2.89 Philippines 3 30 
India 29 2.89 || Poland__-- 3 30 
Italy. 20 1.99 || Costa Rica_. 2 20 
Belgium 20 1.99 Cyprus... 2} 20 
Norway 18 1.79 || Pakistan. --- 2 20 
Sweden | 17 1. 69 Palestine. 2 20 
Egypt 16 1. 59 Paraguay 2 | 20 
Chile 16 1.80 }] Syr.. sc cccccc. 2 . 20 
Germany 14 1.39 || Uruguay _. 2 .20 
Mexico 13 1.29 || Venezuela__ 2 | 20 
Austria 13 1. 29 Bulgaria 1 10 
Argentina | 11 1.09 Cuba ; , 1 10 
Brazil 11 1.09 || Dominican Republic... | 1 | 10 
Finland | 11 1.09 Fl Salvador. _. | 1 10 
Peru 10 1.00 || Haiti... 1 | “10 
South Africa 9 .90 || Hungary.._.--. | 1 | .10 
Janan | 9 90 || Iceland | 1 | 10 
Switzerland _ q . 90 || Iraq } 1 } .10 
China 9 .90 || Korea 1 | .10 
New Zealand 9 90 || Lebanon | 1 10 
Cevion | 9 . 90 Rhodesia. __-. | l .10 
Colombia. ~ 80 || Sudan 1 | .10 
Greece ; 6 . 60 || Stateless } 3 | . 30 
Ireland 6 . 60 || Nationality unspecified | 28 | 2.78 
Portugal . ™ } 6 . 60 | 


Yugoslavia. 6 . 60 eieccus ad maieell 1,004 100. 00 
Spain 6 60 
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SOURCE AND AREAS OF WORK OF U. TECHNICIANS 


Senator George. I wanted to ask the total number of experts. What 
did you say ¢ 

Mr. Key. It was about 1,000, wasn’t it ? 

Mr. Puiiuirs. As of the end of 1953, it was actually a little over 
1,000. It is somewhat greater than that now I believe, but I think you 
could say in round figures 1,000 as of December 31, 1953. 

Senator Grorer. In how many countries are they in operation ? 

Mr. Putuips. These are experts recruited from roughly 68 coun- 
tries. I haven’t actually counted them. 

I have that figure here, the number of countries in which experts 
are actually operating. Is that the question ? 

Senator Grorce. Yes, 1 want to know where they are operating. 

Mr. Putiurrs. The number of countries, and this includes Terri- 
tories, receiving experts, is now 65. 

Senator Groree. What is the total overall cost of these experts t 
How do you break them down in salaries, expenses, and so forth ? 

Mr. Puruiies. Those are broken down by the specialized agencies 
who actually send out the experts. 

For example, there will be certain experts recruited by World 
Health Organization, certain experts recruited by the International 
Labor Organization. 

I believe the only way it would be possible to get a breakdown as 
to the cost of the experts would be to obtain from the budgets of the 
specialized agencies that portion of the budget devoted to the expanded 
program of technical assistance which is allocated for the expense of 
the experts. 

And I believe that could be obtained readily. 

Senator Grorar. Are they paid out of the funds of the U. N.? 

Mr. Putuies. They are paid out of the funds which come from 
the central account of the expanded program of technical assistance. 

Senator Grorcr. Are they paid out of these funds here that you are 
asking us to approve / 

Mr. Puuurrs. They are part of the central fund which we are 
requesting authorization for here. They are paid out of those funds; 
yes, sir. 

Senator Grorce. And you haven’t got a breakdown, however, of 
the total that is paid for these experts ? 

Mr. Puutres. I don’t believe I have it here. 

Senator Grorce. So that you could put it in the record. 

Mr. Puituies. Yes, sir. 

(See p. 405 for information.) 

Mr. Coorr. We have a breakdown of obligations, sir, by the indi- 
vidual agencies. That includes both the experts and the fellows. We 
don’t have the obligations broken down by experts and fellows, but 


we can supply that. 


PERCENTAGE OF UNITED STATES CONTRIBUTION TO UNICEF 


Senator Smitru. Mr. Key, do your figures show the amount contri- 
buted by the benefited countries where “the Children’s Fund operates. 
It seems to me that is important for our record to show that. 


48661—54——_26 
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Dr. Exior. There are more than 70 countries benefiting now from 
the UNICEF funds. We can submit for the record, the full list of 
the countries that benefit. 

Senator Smrru. Am I correct in my understanding that they put 
up 50 percent of the overall cost of the Children’s F und operations and 
that the United States puts up the other 50 percent ? 

The CuarrMan. No; we put up 72 percent. 

Senator SmirH. Seventy-two percent of the total cash contributed 
to the U. N., but I am talking about the assisted countries. I think 
we ought to see that because that indicates their interest. 

Mr. Key. Could I ask Dr. Eliot, who is an expert on the Children’s 
Fund, to answer that ? 

Senator Smiru. My question is to bring out what these countries 
in their own currencies contribute for the Children’s Fund operation. 

The U. N. contributes so much money of which we are contribut- 
ing 72 percent of the U. N. contribution, but the countries in turn, as 
I understand it, contribute 50 percent of the overall cost; is that 
correct ? 

Dr. Extor. The assisted countries contribute at least an equal 
amount to the amount that UNICEF puts in from its central account. 

In very many countries they are contributing more than an equal 
amount. 

Senator Smrra. Then my 50 percent figure was about right. 

Dr. Exsor. At least that amount. When all of the contributions 
that countries made to their own projects are taken into account, other 
countries contributed in 1953 about $26 million of which $23, 616, 000 
was in local contributions. This ¢ ompares with $14 million which was 
put into the central account of UNICEF itself. 

Now the composition of that central account is, however, a different 
matter. Up to the present time, as has already been brought out, this 
Government has been contributing approximately 70 percent of this 
central account. This Government has also been contributing ap- 
proximately one-third or less of the total contributions including the 
“local cost” contributions, put into all of these programs. 

In other words, when you add the amount that the countries put 
into their own programs, what they call their internal contributions, 
and the external contributions that they make to the central account 
of the fund, we find that the United States is not putting in more 
than 33 percent. 

Senator Smiru. That is what I want to bring out, because it is gen- 
erally understood that we contribute 72 percent of the overall cost of 
the Children’s Fund. 

As a matter of fact, when you count what the countries are putting 
in also, we are giving about one-third, is that right, 30 percent? 

Dr. Exsor. That is right, Senator Smith. 

Mr. Coore. Sir, the actual amount last year was 25 percent. 

Mr. Puturrs. Mr. Chairman, I might say in that connection that 
on the same basis as Dr. Eliot described the UNICEF program, if you 
include the local contributions of receiving nations under the expand- 
ed program of technical assistance, the United States share of the to- 
tal sum becomes about 22 percent instead of 57. 

Senator Smrru. I think we out to make it clear that when we 
speak of the 72 percent in the case of the Children’s Fund, 57 percent 
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in the case of technical assistance, it means our share of all U. N. cash 
contributions, and it does not include the amount that is contributed 
locally in local currencies to carry on the same work. Is that a correct 
statement ? 

Dr. Exior. Yes. 

Mr. Key. Mr. Chairman, are there any other questions? 

Senator Grorce. Before you leave that, did you say you are asking 
for $1514 million technical assistance or $18 in this bill? 

Mr. Key. Itis18. 

Senator SmirH. $17,958,000 on this list I have here. 

Mr. Key. Yes. 

Senator Grorce. I didn’t get whether it was 18 or 18.5. All right. 


NEED FOR BILATERAL AND MULTILATERAL TECHNICAL ASSISTANCE 


Senator Smirn. Why do we have our own technical assistance pro- 
gram and also participate in the U. N technical assistance program ? 
Will you give us a good reason for that 

Mr. Panis. If I understand your question, sir, you wonder why 
we engage in both types of program? It is extremely important, sir. 
I believe it can be said that the two programs are complementary. 
They are two separate methods of attaining the same objective, which 
is to help develop so-called underdeveloped countries. 

Now in certain instances one method is superior to the other. Some 
of the advantages, for example, of the United Nations multilateral 
program have already been enumerated by Mr. Key. There are vari 
ous reasons in addition. 

It certainly minimizes the distinction between donor and recipient 
when you have a multilateral approach. It lessens the possibility that 
bilateral motivations are misunderstood. In some parts of the world 
that may be true. 

It provides an opportunity to recruit experts from many different 
parts of the world, in some instances experts who are not available in 
this country. 

I think the field of tropical medicine is a good example of that. 
Sometimes the United Nations multilateral program makes it easier 
to engage in regional projects which involve several countries. Now 
those are some advantages of the multilateral. 

Obviously there are other reasons and other advantages for the bi- 
lateral. I do not believe that they should be considered as overlapping 
or one accomplishing something which is also being accomplished by 
the other. They are separate facets of the same broad undertaking. 

In some instances the objectives can better be accomplished by the 
multilateral approach, in certain instances better accomplished by 
the bilateral approach, 

The Cuamman. In the same countries? 

Mr. Puiuurs. Frequently in the same countries, yes, sir. In fact 
in many instances in the same countries. 


DEGREE OF UNITED STATES CONTROL OVER U, TECHNICAL ASSISTANCE 
PROGRAM 


Senator Smiru. I get the criticism if we are participating the U. N., 
then the shots are called by the U. N., and we don’t control our own 
contributions. 
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Therefore, many people argue if we are going to go into these things, 
we had better do it on our own and take responsibility to see to it that 
the money is properly spent. 

Mr. Pumuies. It is true that under the multilateral program we do 
not have unilateral direction over it. 

We certainly work very closely with the Technical Assistance Board 
which is the unit within the United Nations that is responsible for the 
day-to-day operations, and we participate as members of the Technical 
Assistance Comunittee, a Subcommittee of the Economic and Social 
Council, but it is true we do not have unilateral control. 

With the bilateral program we have complete say as to how the 
money is spent. On the other hand, in engaging in the multilateral 
program, we are receiving additional sums of money for technical 
assistance which we do not get when we are carrying on our own pro- 
gram. 

You have to weigh the assets and the liabilities of each program. 
Each has its strong points, and from our point of view, I presume, each 
has its weak points. 

The instances to which you refer are quite accurate, we do not have 
unilateral direction over the United Nations program. It is a group 
enterprise. We make up for the lack of unilateral control by par- 
ticipating in a program which encourages other nations to give money. 

Obviously they would not give money to our own program. This, 
I believe, should be frankly admitted. There are strong points and 
weak points in each approach, but I believe they dovetail. They pro- 
vide for an integrated approach from two different points of view. 

Senator SmirH. Do you have an opinion as to which is the better 
method ¢ 

I would say theoretically when you get others to join with you ina 
world approach it is better than having just one country do it. I pre- 
fer it, but Iam not sure that it would be as well managed. 

Mr. Priuies. I am not sure I understood your question. 

Senator Smrrx. With all countries participating, you have a U. N. 
movement to help the backward countries. 

That is a very desirable objective, but as I say, we are criticised some- 
times for yielding the control over the money which may not be as 
effectively spent as in our own perfectly good program. 

Mr. Prius. I have seen the programs in operation in only two 
countries. 

I do feel very strongly though that the United Nations program 
is now on solid ground, and that administr atively many of the wrin- 
kles and problems that existed in the beginning have been pretty well 
ironed out. 

It is true naturally that any program in which many countries are 
involved, there are opportunities for differences of opinion which 
you don’t have under a unilateral program. I am convinced from 
what I have seen that they have gone a long way in making this 
thing administratively workable and are doing a bangup job in the 
field. 

Senator Fursrianr. Would you say it strengthens the United 
Nations to do it that way ? 

Mr. Putturrs. Do I feel it strengthens the United Nations? In my 
opinion this is one of the best ways of strengthening the United 
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Nations because it is visible evidence among masses of people that 
the United Nations has meaning. 

It is significant to them at the grassroots. They can see with their 
own eyes what this means, and to me it is one of the strongest—I 
won't say it is the strongest, because I am not qualified to make that 
statement—it appears to me to be one of the strongest and one of the 
most effective ways of demonstrating to masses of people through- 
out the world that the United Nations is a living and working enter- 
prise. 

The Cuarrman. All right, Mr. Key, carry on. 


UNITED NATIONS CHILDREN’S FUND 


Mr. Key. To revert just for a moment to UNICEF, as I was say- 
ing, the United Nations General Assembly voted unanimously last 
fall to continue the children’s fund for an indefinite period, and 
appropriately changed the name of the organization from the United 
Nations International Children’s Emergency Fund to the United 
Nations Children’s Fund. 

Senator Smrru. They cut out the word “emergency.” 

Mr. Key. They cut out the word “emergency”; that is right. 

In the early years of the fund’s activities emph: isis Was on provid- 
ing emergency aid to the war-torn areas of Europe. Currently the 
emphasis is on helping the underdeveloped countries of Asia, the 
Near East, Africa, and Latin America in the development of long- 
range programs aimed at solving problems of maternal and child 
welfare that have afflicted generations of their children. 

I have two charts here which illustrate very vividly this change in 
emphasis, both with respect to areas and to types of assistance. 

For example, whereas 76 percent of the allocations were for Europe 
m 1947-50, only 4.6 percent of UNICEF's aid went to Europe in 
1953. In contrast, aid to Asia has increased from 104 a reent in the 
early period to almost 60 percent in 1953 

The Cuarrman. Where in Asia ? 

Mr. Kry. In a number of countries. We could put that into the 
record, if you wish to, or maybe Dr. Eliot can answer this question 
immediately. 

Senator Smrrn. India, primarily. 

Dr. Extor. I can give you some information on that. Allocation 
of funds go to Pakistan, India, Burma, Thailand, but not to Indo- 
china at the present time because of the difficulties there. 

In the Western Pacific area, they go to the Philippines, Korea, 
Japan, Formosa, and a consider able amount to Indonesia. Then 
swinging around to the Middle Eastern countries, to Iran, Iraq, 
Lebanon. Israel, Egypt, practically all of those countries across the 
northern part of Africa including Algiers, Libya, Morocco, and in the 
past year or year and a half allocations have begun to spread into 
Africa. 

Liberia and a number of the other African countries are now re- 
ceiving aid from UNICEF. It is a very extensive program at this 
time, and in my opinion an extremely meaningful program. 

The Crarrman. Is it mostly medical aid? 

Dr. Extor. Approximately 60 percent of the aid in 1953 was in the 
health fields. This includes the program of building up maternal 
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and child health centers in the villages and smaller towns and cities 
where mothers can go with their children to learn some of the more 
modern ways of taking care of them, so that their lives can either be 
saved or made healthier, it also includes a considerable program for 
prevention of disease, such as malaria, yaws, tuberculosis, ete. 

Recently the fund has been developing pilot projects in the pre- 
vention and cure of trachoma. There is also one project in the field 
of leprosy control in Africa. 

There are, of course, many projects of the types I have mentioned 
in Latin America. Many of the countries of Latin America are being 
helped in one way or another. 


NO DUPLICATION OF ACTIVITIES 


Senator Smiru. Do you operate apart from the World Health Or- 
ganization ¢ 

Dr. Ex1or. The two organizations cooperate with each other very 
closely. 

Projects in the health field are requested initially by the countries. 
They are then agreed on by the representatives of the World Health 
Organization as well as the representatives of the children’s fund. 
The World Health Organization not only gives its technical approval 
of a program but supplies technical personnel to carry out the medical 
and health aspects of the program, whereas the children’s fund pro- 
vides the supplies and the equipment necessary to activate the program. 

Senator Smiru. I understood a year or two ago there was some 
talk about merging those two and taking the children’s fund into the 
WHO. Would that be desirable? Or would there be some loss of 
efficiency ? 

Dr. Exsor. I believe, Senator Smith, that what would result would 
be the inability of the children’s fund to give leadership, as it does 
today, the development of new programs that are child centered or 
family centered. 

In many cases now the children’s fund is collaborating with the 
Food and Agriculture Organization as well as with the World Health 
Organization. If the two organizations were brought together, it 
would mean that more and more of the money presumably would be 
in the hea!th field. 

It would take away from the family of the United Nations organ- 
izations the central point at which the needs of children are under 
consideration all of the time. 

In my opinion that would be a mistake from the point of view of 
how the United Nations is undertaking to serve the peoples of the 
world who are in need of health, welfare, education or any other types 
of service that the United Nations is able to give to these underde- 
veloped countries. 

Senator Smirn. You think it has a stronger psychological appeal 
to talk in terms of children than health generally ? 

Dr. Exror. It has a very strong psychological appeal. 

Senator Smirn. I can see that. I think that has been a strong 
point. . 

Dr. Ensor. In response to an earlier question with respect to 
whether mothers and children are aware of the fact that a consider- 
able proportion of the contributions to the central account of 











MUTUAL SECURITY ACT OF 1954 401 


UNICEF come from this country, I may say that from my own 
observation—as I have visited many of the countries that I have been 
referring to—the people in many countries really are very cognizant 
of the fact that much of the supplies and many of the technical per- 
sonnel come from this country. 


TYPES OF UNICEF ASSISTANCE 


Mr. Key. On this same subject, there is another chart here which 
shows the types of assistance rendered by UNICEF. 

In 1947-50 you will notice that 76 percent of the UNICEF funds 
were allocated for emergency assistance, and only 24 percent for 
long-range assistance. 

In 1953, however, the percentages were practically reverse ; 20 per- 
cent for emergencies and 80 percent for long-range projects. If the 
committee approves, I would like to have copies of these two charts 
placed in the record. 

The Cuarman. Allright. It isso ordered. 

(The charts above referred to are as follows :) 
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Senator Smiru. Of course, there has been criticism of the Chil- 
dren’s Fund from that very angle. The point has been made that 
we started it as an emergency after the war because of the desperate 
condition of the countries. We wanted to save children in accord- 
ance with the principle that Mr. Hoover worked on after World 
War I. Now it has expanded into a long-range program involving 
health and a lot of things that are not in any sense an emergency. 

As a matter of policy, I would like to explore that a little bit. Do 
you think that is a wise policy to expand this program into a perma- 
nent program? Do you think we have gotten these countries to rea- 
lize the value of this program, so that ultimately they will take it 
over without outside aid ? 

Unless we do that, we are putting on a load for an indefinite length 
of time against which probably our taxpayers will ultimately, if not 
now, revolt. 

ACCOMPLISHMENTS OF UNICEF 


Mr. Key. Senator, I feel very definitely that this program has a 
great appeal, and it does open up the eyes of people to what can be 
done. 

Dr. Eliot is better qualified than I am to cite examples, But there 
always springs to my mind the wonderful work being done in the 
curing of that dreadful disease, yaws. Perhaps, Dr. Eliot, you could 
just cite that as one example of how people’s eyes are opened. 

Dr. Exror. Yes. Take for instance the country of Haiti which 3 
years ago had a very extensive amount of yaws, a disease which causes 
very severe ulceration of the skin and the tissues of the body, and 
which attacks children in particular, This disease was affecting more 
than 50 percent in certain areas in Haiti, and a very large proportion 
of the population everywhere. 

The World Health Organization and UNICEF together undertook 
a campaign in that island to see whether the disease could not be eradi- 
sated completely. The treatment for a case of yaws in the child is 
one shot of penicillin. One shot usually cures the child completely. 
For some chronic cases it is necessary to have a second shot of penicillin. 

In terms of the staff, the United Nations staff, just 3 or 4 experts 
went to Haiti to work with the Government Health Department. 
What it took was the organization of teams of workers, local workers, 
throughout that whole island, who would go into the villages, round u 
the children and families, bring them into the local health center—call 
it a clinic if you will—where the children and the adults also who 
were found to have the disease were treated. 

In one part of the island the work was done by such roundups in the 
clinics. Some of the cases were missed, however, as was discovered 
when the teams went back to tind out whether there were going to be 
recurrences of the disease. 

In another part of the country they undertook a house-to-house 
campaign to locate, as far as they could, every active case of the disease. 
Most recent reports indicate that in one part of the island, where they 
have made test review in 8 different areas of 250,000 people each, that 
the number of cases found was a little less than 1 percent of the people. 
In the other part of the island where they conducted the house-to-house 
campaign, less than one-tenth of 1 percent of the people now have the 
active disease. In other words, in about a 3-year period of time yaws 
has just about been wiped out of that island. 
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Now in a country like Indonesia where there are 80 million people, 
and the disease is spread all over those vast numbers of islands that 
make up that country, it will take a much longer time; UNICEF and 
WHO think that if they can keep up the campaign there, which has 
been started and which is going well, for a period of 8 to 10 years, 
they will essentially wipe it out of that country. 

This means a tremendous increase in the productivity of the workers, 
the health of the people to start with, but also in terms of actual eco- 
nomics. Eradicating this disease will be a very, very valuable contri- 
bution to the life of Indonesia or any other country where it exists. 

Starting in 1949 UNICEF, working in small demonstration areas, 
has done considerable work to eradicate malaria, again with the assist- 
ance of the World Health Organization. The prospect of wiping 
malaria out of these countries today is enormous, largely too because 
the bilateral aid—take India, for instance—has moved in and is doing 
a very much more extensive job than the United Nations could possibly 
do or the countries themselves could do, without the extensive aid that 
has gone in under our own bilateral technical assistance program. 

But UNICEF, often with WHO, shows the way in the control of 
these contagious diseases by demonstration, by moving from one small 
project out to a group of projects, and finally the country itself takes 
over. 

In the control of tuberculosis, for instance, something like 12 coun- 
tries where campaigns have been carried on with UNICEF assistance, 
have now taken over by themselves the total work of controlling 
tuberculosis with the so-called BCG vaccine, and UNICEF and WHO 
are no longer in the picture. 

Again and again that is happening. The country is taking over the 
program that has been started in the past by UNICEF and WHO. 

Senator Smirn. That is what I wanted to find out. 

Dr. Extor. Of course, this is not true everywhere by any means yet, 
because it takes a number of years for the countries to be able to take 
over these programs. But, using the yaws program in Haiti as an 
example, the Government will handle it completely from here on. 


COSTS OF U. N. TECHNICIANS 


Mr. Kry. Before concluding and taking up briefly the United 
Nations Refugee Emergency Fund, Mr. Phillips has those figures for 
which you asked, Senator George, about payments to experts in the 
technical assistance program. 

Mr. Pures. I think I could just give you the one figure, what the 
amount was out of the 1953 program. 

This is the amount of expended in payment for experts for the 
whole program in 1953. It was $13,585,000. That was out of approx- 
imately $21 million for the program. 

Senator Grorer. Thirteen what? 

Mr. Putiures. $13,585,000 was the money spent in payment for the 
service of experts out of a total program of approximately $21 million. 

Senator Grorer. That is what percentage? Are you pretty good 
at working out percentages ? 

Mr. Putiuies. That would be about 65 percent. 

Senator Grorcr. That much is going in payments to the technicians 
out of that sum. All right, I wanted that in the record. 
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Mr. Puituies. Does that answer the question, sir ? 
Senator Grorce. Yes, that illustrates that. It is an example of what 
I wanted. 
UNITED NATIONS REFUGEE EMERGENCY FUND 


Mr. Key. With regard to the United Nations Refugee Emergency 
Fund, UNREF, as it is called, it is my understanding that you rec eived 
a letter dated June 4, 1954, from Mr. Stassen presenting for the con- 
sider: ae of your committee a small addition to the proposed fiscal 
year 1955 Mutual Security Program, consisting of $500,000 to cover 
‘al weetinadteas to the U nited Nations Refugee E mergency Fund. 

(The letter referred to is as follows:) 


ForREIGN OPERATIONS ADMINISTRATION, 
OFFICE OF THE DIRECTOR, 
Washington, D. C., June 4, 1954 
Hon, ALEXANDER WILEY, 
Chairman, Committee on Foreign Relations, 
United States Senate, Washington, D. C. 

Dear Mr. CHAIRMAN: It is the purpose of this letter to present for the con- 
sideration of your committee a small addition to the proposed fiscal year 1955 
Mutual Security Program as it is reflected in the program materials and in 
the proposed working draft Mutual Security Program legislation, 1955 which 
have heretofore been made available. This addition consists of a request for 
an authorization for an appropriation of $500,000 to cover, under the circum- 
stances hereinafter described, a contribution of not to exceed such sum to the 
United Nations Refugee Emergency Fund (UNREF) during calendar year 1954. 
If this authorization is approved, it would be our intention to recommend an 
appropriation in the same amount. 

The request results from recent discussions within the executive branch of 
this Government and with representatives of the United Nations. It reflects 
the conclusion of the Secretary of State, as stated in the enclosed letter from 
the Assistant Secretary of State for United Nations Affairs, David Key, that 
a contribution of the United States to UNREF is important in terms of the fur- 
therance of certain of our foreign policy objectives. I fully subscribe to this 
conclusion. 

Approximately 2 million refugees throughout the world are embraced within 
the protective mandate of the United Nations High Commissioner for Refugees, 
the administrator of UNREF. Responsibility for the care and maintenance 
of refugees within the competence of his office rests upon the countries in which 
the refugees are located. In certain countries, however, economic and popula- 
tion problems, and other adverse factors, have reduced or eliminated the possi- 
bilities of providing the degrees of care and maintenance necessary in a large 
number of cases. 

It is among those refugees under his protective mandate who are not, and 
have no prospect of, receiving adequate care from their host countries or from 
any other sources that UNREF finds its place. The needs even within this 
group are so great that the UNREF program, with resources up to the present 
of only approximately a million dollars, has necessarily been limited to the 
most desperate, needy cases, especially those involving aged, chronically ill, 
and disabled individuals. The majority are ineligible by circumstance or selec- 
tive definition for other public refugee relief programs, or are beyond the means 
of private relief agencies. The nature of the assistance required by, and given 
by UNREF to, many of these refugees is their placement in countries which will 
receive them for permanent care consistent with the nature of their infirmity. 
Most of the remaining assistance involves the furnishing of medical and hos- 
pital aid, supplementary feeding, clothing, and special help to other similarly 
destitute cases whose needs for this help, in the absence of UNREF, would not 
otherwise be met. 

Funds for the support of UNREF have heretofore come from the contribu- 
tions of 16 governments and of many individuals. The Government of the 
United States has not previously been among the contributors, and its failure 
to contribute has not only reduced directly the funds available to UNREF, and 
hence the extent to which UNREF has been able to deal with the problems of 
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these needy refugees, but it has probably also, in the view of the High Com- 
missioner, had a retarding effect upon the willingness of other nations to par- 
ticipate and upon nations which are participating to augment their original 
contributions. 

This worthwhile program should be maintained and a United States contribu- 
tion is essential to its effective continuation. Inasmuch as UNREF is designed 
to deal with difficult cases for which there is no other existing provision, a 
curtailment or abandonment of UNREF for want of funds would leave the 
individuals concerned with insufficient help and hope, and would, it is believed, 
represent the abandonment of an opportunity to support constructive activi- 
tives that will further the foreign policy objectives of the United States. 

A more complete justification of the proposed United States contribution to 
UNREF, forwarded to me by Assistant Secretary of State Key, is submitted to 
the committee as an enclosure to this letter. We shall provide the committee 
informally and separately with a provision which might be incorporated in 
the draft legislation if the committee should conclude, as I hope it will, to include 
this item in the legislation which it reports out 

Sincerely yours, 
Harowp EF. STassen. 


DEPARTMENT OF STAT E, 
Washington, D. C., June 1, 1954. 
Hon. HAROLD STASSEN, 
Director, Foreign Operations Administration, 
Washington, D. C. 

DEAR GOVERNOR STASSEN: As you know, Secretary Dulles believes that a United 
States contribution to the United Nations Refugee Emergency Fund would help 
further certain of our foreign policy objectives. 

Consultations between the Foreign Operations Administration, the Bureau of 
the Budget, and this Department have resulted in a decision to recommend that 
the mutual security program for the fiscal year 1955, now before the Congress, 
be amended to include an authorization and an appropriation for this purpose. 

I have attached to the present letter a statement’ setting forth the reasoning 
supporting the Secretary’s decision and detailing the amount and terms on which 
a United States contribution to this fund is now proposed. 

It would be desirable to have this recommended amendment to the mutual 
Security program brought to the attention of the appropriate committees of 
Congress at an early date. 

Sincerely yours, 
Davip McK. Key, Assistant Secretary. 

Mr. Key. This fund was established by the General Assembly in 
1952 to enable the United Nations High Commissioner for Refugees 
to provide emergency aid to the most needy groups among the state- 
less refugees within his mandate. 

There are specific groups of refugees in China, the Near East, Aus- 
tria, Greece, Italy, and Trieste for whom these governments are un- 
able, for economic or other reasons, to provide sufficient assistance to 
enable refugees to achieve self-dependence. 

While it is generally the responsibility of the countries of asylum 
to provide such assistance, experience has shown that international 
assistance is still required in the areas mentioned. An estimated 
37,000 refugees will be assisted in 1954 by the U. N. High Commis- 
sioner, including a number who are aged or chronically ill and require 
permanent placement in institutions. 

The assistance provided by the High Commissioner is not available 
from any other source. Sixteen governments and the Holy See have 
contributed to the fund since 1952. The United States has not pre- 
viously made a contribution because other resources such as the resid- 


1 For statement see p. 373. 
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ual assets of the International Refugee Organization were available 
in 1952 and 1953 to meet the needs presented. 

The fund has now reached a critical point in its existence, and the 
High Commissioner has appealed to governments for additional funds 
to meet the pressing relief needs of these refugees. 

We believe that it is in the interest of the United States to make a 
contribution at this time, not only as a measure of support of this 
important United Nations activity, but also to provide required sup- 
plementary assistance to refugees who sought freedom and a chance 
to reestablish their lives in the free world. 

Thank you, Mr. Chairman. 

The CuarrmMan. Does that cover your statement ¢ 

Mr. Key. That completes my presentation, yes, sir. 

The Cuarrman. According to Governor Stassen’s letter, there are 
about 2 million refugees throughout the world that are embraced 
within the protective mandate of the United Nations High Commis- 
sioner for refugees. Responsibility for care and maintenance of 
refugees is wit hin the < sompetence of the countries in which the refugees 
are located. Now, we had testimony the other day covering the matter 
of the Arab refugees. The amount that was asked there was $30 
million. 

I am informed by Mr. Wilcox that that is an authorization, not 
an appropriation. That, of course, is entirely separate and apart 
from the $500,000 that you are asking for to handle the hard core of 
refugees, as you call it. But what amount do we contribute in dollars 
to the upkeep of the United Nations? 

Mr. Key. I haven’t got that figure with me. 

Mr. Coorr. About $14 million. 

The Cuairman. That is known as the administrative budget. 

Senator Futsrienr. Is it 14, not 42? 

Mr. Kry. Fourteen, that is our share. That is what you asked for, 
wasn’t it, our share to the United Nations? 


Unrrktp Starrs Conrrisutions Tro tHE U. N 


The Cuarrman. What is the entire amount that, this Government 
contributes to the United Nations and the independent agencies? 1 
think that should go in at this time so that there can be a complete 
clear-cut understanding of this picture. 

Mr. Key. Mr. C hairman, we can readily get those figures for you 
and insert them in the record. U infortunately we don’t have them 
here today. 

The CuarrMan. Senator George, any questions ? 

Senator Grorer. No. I would like to ask what is the total adminis- 
trative budget of the U. N. 

Mr. Key. It is about 3 times 14. It would be around $42 million. 

Senator Grorce. In the beginning we contributed about 38 percent, 
did we not, and that has been gradually reduced ? 

Mr. Kny. It has been gradually reduced until now it is one-third. 

Mr. Coorg. It was a little closer to 40 percent, sir, in the beginning. 

Senator Grorer. It was 39.80-odd, or something, right close to 40. 

Mr. Coors. Yes, sir. 

Senator Grorce. We started out on the theory it was going to be 
about 38. Actually it was nearly 40. Now it is only 3314. 
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Mr. Key. Yes, percentagewise, but the specialized agencies, of 
course, have different budgets. 

Senator Grorce. Yes, 1 understand, but the chairman asked you 
to put that in the record at this point. 

Mr. Key. Yes, we will get those figures. 

Senator Grorce. Can you put into the record the total budget of 
all these specialized agencies as well as the general administrative 
budget, and give us the proportion that we are contributing? 

Mr. Key. That we can do, sir, and will be glad to. 

(The information above referred to is as follows :) 


Estimated United States contributions to United Nations, specialized agencies, 
and special voluntary programs, fiscal year 1955 ' 
Estimated 
United States 
contribution 


Estimated 
otal 


United States 
percentage 





United Nations $41, 300, 000 33. 33 $13, 407, 290 
United Nations Educational, Scientific and Cultural Organi 

zation a 9, 4€1, 449 33. 33 3, 
International Civil Aviation Organization 2, 530, 310 29. 71 : 
World Health Organization 8, 963, 000 33. 33 2, § 
Food and Agricultural Organization 5, 925, 50¢ 30. 00 21.6 
International Labor Organization 6, 556, 887 25. 00 | 1,! 
International Telecommunication Union 1, 452, 953 9. 37 
Universal Postal Union 410, 000 4. 63 
World Meteorological Organization 295, 892 11. 45 

Total, regular programs... -- 4 ay 76, 895, 991 j 23, 73 








1 In some cases differences exist between the amount of the United States assessment and the United 
States contribution paid because of credits applied toward United States assessments. The amounts 
shown are the estimated United States contributions to be paid from fiscal year 1955funds. The estimated 
total assessments shown are for calendar year 1954. 

?The United States contribution is paid on a split year basis, i. e., a part of fiscal year 1955 funds apply to 
calendar year 1954 and a part to calendar year 1955 assessments 


Proposed United States contributions to United Nations special voluntary 
programs, fiscal year 1958 
Estimated United 
States contribution 
from funds appro 
ns d or requested 
United Nations Korean Reconstruction Agency : _.... * $22, 000, 000 
United Nations Relief and Works Agency for Palestine Refugees 


OR Ti I Titties nsec scintinvhesnvg lista les temillinditnanianbiatenal * 23, 063, 250 
United Nations Cimieren’s Pune qo. nn i i * 13, 500, 000 
United Nations Expanded Program of Technical Assist:  - : 17, 957, 621 
United Nations Refugee Emergency Fund_.........-__________ 500, 000 

Total, special voluntary programs__.............._._.____ 77, 020, 871 
Grand total, regular and special programs__..........-_________ 100, 752, 620 


1 This includes $10.7 million unobligated funds to be carried over from fiscal year 1954 
funds and $11.3 million of new funds requested. 

* Carryover of unobligated fiscal year 1954 funds. 

8 Requested for the 18-month period Jan. 1, 1954, to June 30, 1955. 

*Of this amount, $9,957,621 is requested toward the calendar year 1954 program and 
$8 million toward the first half of the calendar year 1955 program. 

5This is the first United States contribution proposed for this program and is for co 
tribution to the calendar year 1954 program. 


The CuarrMan. Senator Green. 
Senator Green. No questions. 
The Cuatrman. Senator Fulbright. 


Senator FULBRIGHT. No; I don’t believe I have any. 
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NO COMMUNIST PARTICIPATION IN UNREF STAFF 


The Cnatrman. Is there anything further that you gentlemen desire 
to tell us about this picture ? 

Mr. Warren. Senator, may I make an additional answer to your 
question of what the possibility of Communist influence on partic ipa- 
tion in the United Nations Refugee Emergency Fund is? 

The CuatrMan. Yes. 

Mr. Warren. There is a specific provision in the statute of the 
Office of the United Nations High Commissioner with respect to the 
selection of his staff. It is in the statute itself, and it was aimed, when 
it was adopted, to exclude exactly that kind of participation. It reads, 
chapter 3, paragraph 15 (b) : 

Such staff shall be chosen from persons devoted to the purposes of the Office 
of the High Commissioner. 

That is what that language means. The Eastern European coun- 
tries have always attacked at every assembly the Office of the High 
Commissioner and all of his activities. 

The Cuatrman. How about the specialized agencies, the different 
organizations ¢ 

Mr. Warren. They are not covered in this presentation. 

The Crarrman. Will our contribution to the refugee fund encour- 
age contributions by other countries ¢ 

“Mr. Warren. We cert: iinly hope so, Senator. Sixteen countries 
have already contributed, and the “y are being asked to contribute the 
second time at this time. 

The Cuarrman. Is there anything further ? 

Mr. Kry. Thank you very much, Mr. Chairman. 

The Cuarrman. I might say to the committee that I understand 
tomorrow we are going to have Ambassador Donovan here at 2 o’clock 
in the afternoon. I think it will be very interesting. 

Mr. Nottine. Mr. Chairman, might I make mention of two matters, 
if the committee wishes to hear them. 


OTHER PRESENTATIONS 


One is the further presentation on the International Committee 
for European Migration, which has been mentioned by Mr. Warren, 
and the other matter is the escapee program for which no funds are 
being requested for next year, although if the committee were inter- 
ested, we could present information about the use of that fund duri ing 
the past year. 

The Cuarrman. I suggest in both instances you have a statement 
prepared as short as possible, and yet as complete as possible, and put 
it in the record. 

Mr. Nottrnc. We will do that, sir. 

(The statement above referred to is as follows :) 


HEARINGS ON 1955 APPROPRIATION FOR THE INTERGOVERNMENTAL COMMITTEE FOR 
EvuRoPEAN MIGRATION 


STATEMENT OF GEORGE WARREN 


The Intergovernmental Committee for European Migration, composed of 24 
governments, was organized in Brussels in 1951 in response to certain legislative 
enactments by the Congress. Its purpose is to facilitate and increase the move- 
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ment of migrants and refugees out of the overpopulated countries of Europe— 
Austria, Germany, Italy, the Netherlands, and Greece—to overseas countries in 
2 position to receive immigrants—Australia, Canada, the United States, Vene- 
zuela, Chile, Brazil, and Argentina. Approximately 250,000 emigrants leave 
Europe annually on their own resources or assisted by their governments. The 
Committee’s objective is to move substantial additional numbers who would not 
otherwise be moved. 77,626 were moved in 1952 and 87,501 in 1953. The Com- 
mittee plans to move 118,400 in 1954 and 155,000 in 1955. 

The Committee utilizes commercial shipping when available and supplements 
this shipping with its own shipping as required. On many routes of migrant 
movement commercial facilities are either inadequate or unavailable. 

In addition to supplying transport the Committee assists emigration and 
immigration countries on request to improve and develop their public admin- 
istrations which deal with the selection, recruitment, and processing of emigrants 
in the countries of departure and with their reception and placement in the re- 
ceiving countries. It has been demonstrated that the improvement and develop- 
ment of these public services in the emigration and receiving countries are an 
important factor contributing to expansion in the volume of movement. The 
Committee also supplies certain technical services such as vocational training, 
language instruction, information concerning conditions in immigration coun- 
tries, and the development of opportunities for migrants which increase the 
numbers moved. Thes? services are often provided on a tripartite basis with the 
countries of emigration and immigration sharing the financial expense with the 
Committee. 

The Committee is negotiating with the concerned governments to secure larger 
reimbursements for the costs of transport of the persons moved. Germany, 
Italy, and Trieste presently reimburse the Committee at the rate of $60 per head 
for every migrant moved from their respective areas. The immigration coun- 
tries also reimburse the Committee in part for the costs of movement of mi- 
grants received. Colombia contributes $50 in this manner, Brazil $20, Argentina 
$86 per adult and $43 per child for approximately one-half the movement to 
Argentina on Argentine ships, and Australia $60. The Canadian Government 
reimburses the Committee for the full costs of movements to Canada under of- 
ficial schemes. The Committee meets the deficits in the costs of movements re- 
sulting from partial reimbursements out of contributions in free funds received 
from member governments specifically to meet this expense. The United States 
contribution to the operational expenditure is largely for this purpose. 

Voluntary agencies collaborate closely with the Committee particularly in 
the movement of individual migrants and refugees. To accomplish this move- 
ment the Committee and th@ voluntary agencies make comparable cash pay- 
ments to revolving funds administered by the agencies, which in turn take 
promissory notes from the migrant who later reimburses the agency for the 
eost of the transport supplied. Reimbursements by the migrants have on the 
whole been encouraging, running as high as 70 percent from migrants in Can- 
ada and the United States and lower from those in the Latin American coun- 
tries. These reimbursements are paid in to the revolving funds to supply funds 
fer the movement of additional migrants. 

The Committee is presently exploring and developing improved methods of 
placing a larger proportion of the movement effected on a reimbursable basis. 
Experience to date has shown that partial payments in advance of movement 
can often be secured from the migrant in certain countries—Austria, Germany, 
Italy, and the Netherlands—or from his sponsors in the receiving country. A 
present handicap to more extensive reimbursements after movement is the lack 
of an agency to make collections in some of the receiving countries in which 
the voluntary agencies have not yet developed competent local counterpart 
agencies. 

The United States has supported this development and has constantly pressed 
for higher per capita reimbursements by emigration and immigration countries 
to the end that the Committee may be relieved increasingly in the future of the 
burden of subsidizing movements. 

Improved arrangements designed to secure the maximum reimbursement for 
the costs of ocean transport to the United States by refugees receiving visas un- 
der the Refugee Relief Act of 1953 are presently in process of negotiation be- 
tween the Committee and the voluntary agencies. A part of the United States 
contribution to the Committee will be utilized by the Committee for the initial 
financing of these arrangements on a revolving fund basis. 


48661—54——_27 
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The volume of movement achieved during the first quarter of 1954 has been 
high in comparison with the corresponding period in 1953, averaging in excess 
of 9,000 monthly during January, February, and March. The monthly rate will 
increase during the spring and summer months when the movement to Canada 
will gain momentum. The increase over 1953 is accounted for largely by better 
organization in the movement of wives and children in Italy, Greece, Austria, 
and Germany to join working migrants who have preceded them to the Latin 
American countries, particularly Argentina and Brazil. An increase in the 
movement to Australia is also a factor. 

All member governments with the exception of two completed their payments 
to the administrative expenditure of the Committee for 1953. As of March 8, 
1954, $2,198,395 had been paid in against a total of $2,256,306 assessed. The 
two governments were in arrears on that date in the amount of $57,911, be- 
cause of delays in the required legistlative actions, but these payments are ex- 
pected to be made soon. Contributions in cash to the operational expenditure 
during 1953 totaled $18,676,272 which, added to the carryover on January 1, 
1953, of $6,730,392, provided the Committee with a total of operating income in 
cash of $25,406,664 for the year. In addition member governments were al 
lowed credits, not received by the Committee in cash, for expenditures incurred 
directly by the governments in the processing and reception of migrants totaling 
$5,546,805. Income and contributions of all kinds to the work of the Committee 
during 1953 totaled $33,478,959. 

The request to cover the United States contribution to the Intergovernmental 
Committee for European Migration for calendar year 1955 is for $11,700,000, of 
which $780,409 is a contribution to the administrative expenditure and 
$10,919,591 a contribution to the operational expenditure. This increase over 
the appropriation for 1954—$7,500,000—is necessitated by the substantially high- 
er estimate of movement—155,000—in 1955. This estimate includes 55,000 per- 
sons who may receive visas under the Refugee Relief Act of 1953 to be moved 
to the United States. At the same time, the volume of movement to other 
countries is to be maintained. 

The movement of migrants out of Europe under the auspices of the Migra- 
tion Committee during the first 5 months of 1954 has been very encouraging. 
A gradual increase in movement developed during the last 6 months of 1953 and 
has continued during the early part of 1954; 54,296 migrants were moved out 
of Europe under the auspices of the Committee between January 1 and May 31, 
1954. This high rate of movement during the first 5 months of 1954 gives every 
promise that the estimate of movement, 118,400, for 1954 will be achieved and 
that the estimate of 155,000 of movement for 1955 is justified. In May the 
movement totaled 13,560, the highest monthly mo®fment total registered by the 
Migration Committee in its 28 months of operations to date. The movement 
out of Italy which has been particularly encouraging is currently at the rate of 
5,000 monthly. Since January 1, 1954, Argentina has received the largest num- 
ber of migrants, 16,653. Australia has received 12,382, Brazil 8,837 and Canada 
9,016. The following chart provides a complete breakdown of sources and des- 
tinations of movement from January 1, 1954, to May 31, 1954: 
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The estimated expenditures for 1955 are $2,491,728 for administrative ex- 
penditure and $47,543,947 for operational expenditure, total $50,035,675. The 
following chart presents a breakdown of these figures: 


CHART 2.—Actual expenditure for 1953 and plans of expenditure for 1954 and 1955 








| 1953 1954 1955 
Administrative expenditures... 5 = $1, 970, 302 2, 580, 437 $2, 491, 728 
OPERATIONAL EXPENDITURES | ; : : 
| 
| 
European programs: | 
Transportation (air and sea) -. 10,120,095 | 19, 631, 530 27, 667, 757 
Port charges, baggage and insurance 46, 328 93, 000 | 110, 000 
Escort costs___ 53, 423 | 50, 000 40, 000 
Inland transportation and other costs- . 222, 950 | 213, 700 232, 875 
Subtotal _- 10, 442, 796 19, 988, 230 28, 050, 632 
Services: | ; 
Member governments. ... | 5, 546, 805 | 7, 552, 868 9, 936, 620 
Committee services: | | 
Cost of operational offices. ae 314, 837 | 609, 172 | 729, 010 
Migration development... ‘ | 286, 823 666, 500 | 800, 000 
Research on land settlement-_. 55, 883 | 100, 000 | 200, 000 
i cdicnctthtiabcan cise j ; 6, 204, 348 8, 928, 540 11, 665, 630 
Voluntary agencies: | 
Programs: 
Transportation (air and sea) --- 1, 860, 690 | 2, 120, 296 2, 228, 429 
Inland transportation... 2 169, 784 100, 000 100, 000 
Subtotal 2 od 2, 030, 474 | 2, 220, 296 | 2, 328, 429 
Grants to voluntary agencies_.-. 2, 860, 725 | 2, 218, 250 | 2, 692, 500 
Contingency reserve. 80, 000 | 1, 450, 000 | 1, 000, 000 
Far East program.-... : | 1, 642, 066 | 2, 233, 025 | 1, 806, 756 
Trieste special fund. 624, 705 | 375, 295 
Subtotal operations. ‘ nent speed i 23, 885, 114 37, 413, 636 47, 543, 947 


25, 855, 416 39, 994, 073 | 50, 035, 675 


Total expenditures....-_.-. weentbendvabuabaaniie 


INTERGOVERN MENTAL COMMITTEE FOR EUROPEAN MIGRATION 


CHART 3.—Movement of migrants—Comparative summary program 


ObTisatioes: Garret TOGr Wie es Baie het iid cnt $6, 789, 590 
Approprtatiog, carvremt yes? 1906... >..o sei cide mia cents 7, 500, 000 
Proposed appropriation, current year 1955_--..__-----_.-----_---- 11, 700, 000 


Comparative summary of movement of migrants 














| | { | 
| Actual, Esti- | Esti- | | Actual, | Esti- | Esti- 
From— | calendar mate, ae | Te— | calendar | ,™ate, | mate, 

| 4953—*| Calendar | calendar | 1953 | calendar | calendar 

| —_— 1954 1955 | ‘ei 1954 1955 

| 
ssesinaiciliiemcnlaiaia asian teAliaaicheianiias miei ‘ secabinietininreiitidia poem — 
Austria.......-.. | 8, 350 15,000 | Argentina. , 9, 022 33, 425 26, 000 
Germany -. .- oe 33, 860 45,000 | Australia._..- | 13,326 25, 430 25, 500 
Greece. ...... 9, 540 17,500 | Brazil. | 12, 702 | 14, 840 19, 500 
Italy 50,350 | 62,000 | Canada | 36,922} 15,730 | 9, 500 
Netherlands___- | 2, 160 5,000 | Colombia ss | 800 | 1, 000 
Shanghai-Far East_-_| 3, 250 3,500 | Chile... 776 | 1, 935 | 3, 500 
, 5, 020 2,000 | Israel | 2,389 2, 150 | 2, 000 
Near East._._- | 250 500 | United States of 6,365 | 15,050 | 55,000 

| | America. | 

| | Venezuela.- 3, 921 6, 030 | 10, 000 
ee 5, 620 4,500 | Others | 2,078] 3,010 | 3, 000 


Total... ‘ 87, 501 ee ee 87, 501 | 4 18, 400 155, 000 
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CHART 4.—Contributions of government members 

















1953 
Percent- Credits 
| age sc le Cash con-| ¢, sh con. | Contribu allowed 
of con- tribu- tthe tions tions, r for proc- fotal 
Member governments tribu- tions to for free mburs¢ CSSEng contri- 
tions to adminis- ehesiioe I ts for nd re- butions 
1dmini trative cane speci ceptior , 
trative | expenses —— progra! expendi 
expenses tures 
United States i 33.33 | $715,595 | $6,073, 995 $6, 789, 590 
Argentina 4.75 101, 983 $257, 699 | $180, 440 540, 122 
Australia... . ; } 6. 69 143, 634 1 50, 000 82, 482 266, 520 842, 636 
Austria 1.51 | 32,420 31,170 304, 205 367, 795 
Belgium. 2. 80 60, 116 1 200, 000 260, 116 
Brazil 4.75 101, 983 35, 000 218, 379 254, 040 609, 402 
Canada-. 9. 06 194, 518 1, 097, 798 738, 440 | 2,030, 756 
Chile d 1.08 15, 520 
Colombia 2 2, 140 
Costa Rica_-.-.-.. 14 1,320 
Denmark._....... : 1.23 
France........ 9.06 
Germany -..- 5 9. 06 1, 161, 440 , 875 | 3, 
Greece sail . 1. 51 75, 950 040 
Israel _ - 54 26, 895 780 
Italy.- oo 9.06 1, 249, 215 , 625 | 2, 
Luxembourg i . 22 2, 000 
Netherlands 2. 80 1 131, 579 564, 180 26, 280 
Norway ‘ 
Paraguay -.. 45 3, 160 
Uruguay *__..-. ‘ 
Sweden 2. 80 60, 116 
Switzerland 2.11 45, 301 
Venezuela 1.08 23, 188 8, 420 
Subtotal, administrative contri- 
butions 4104.80 2, 256, 306 
rrieste 84, 425 84, 425 
Escapee program 662, 138 662, 138 
Contributions from migrants and vol- 
untary agencies 3, 140, 756 3, 140, 756 
IRO Trust Fund 2, 256, O87 2, 256, O87 
Trieste Trust fund 1. 000, 000 1, 000, 000 
Miscellaneous income 40, 189 256, 663 296, 852 
Carryover from 1952 228, 995 6, 448, 813 6, 677, 808 
Total Mar. 8, 1954 oe 2,525,490 | 6,492,574 | 18, 914,090 |5, 546,805 |33, 478, 959 


1 Contributions of Australia $50,000, Belgium $100,000, and Netherlands $131,579: total $281,579 were paid 
in 1953 for account of 1952. 

2 Colombia joined committee in September 1953 and agreed to contribute a partial amount toward the 1953 
administrative expenses. 

3 Uruguay joined the Committee late in 1953 and no percentage was allocated for 1953 

4 Exceeds 100 percent because of assessments made to governments which joined Committee early in 1953 
after original contribution seale had been set 
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Member governments 


United States 
Argentina 
Australia 
Austria 
Belgium 
Brazil 
Canada 
Chil 
Colombia 
Costa Rica 
Denmark 
France 
Germany 
Greece 
Israel] 

Italy 
Luxembourg 
Netherlands 
Norway 
Paraguay 
Sweden 
Switzerland 
Uruguay 
Venezuela 


Subtotal, administrative con- 
tributions. 
rrieste 
Escapee program 
Contributions from migrants and vol- 
untary agencies 
Near and Far East fund 
rrieste fund 
Carryover from 1953 
Miscellaneous income 
Additional contributions required 


Total. 


CHART 6. 


United States 
Argentina. 
Australia 
Austria 
Belgium 
Brazil 
Canada 

Chil 
Colombia 
Costa Rica 
Denmark 
France 

Gern 





Greece 

Israel 

Italy 

Luxembourg 

Netherlands 

Norway 

Paraguay. 

Sweden 

Switzerland. 

Uruguay 

Venezuela 

Trieste 

Escapee program 

Contributions from migrants 

Reimbursements by voluntary agen- 
cies 

Far East fund --_. 

Miscellaneous income.. 

Additional contributions required 


Total 


HART 5.—1954 estimates 
1 


Percent- 


age seele |Cash con- 


ofcon- | tribu 
tribu- | tions to 
tions to | edminis- 
dm inis- trative 
trative | expenses 
expenses 





100. 00 |2, 025, 249 


376, 613 


2, 401, 862 


31.32 | $780, 409 
4.46 111, 131 

















6. 29 156, 730 
1, 42 < 2 
2.63 65, 532 
4. 46 111, 131 
8. 51 212, 047 
1.02 q 416 
1, 02 416 

.13 3, 238 
1.16 28, 904 
8.51 212, 047 
8. 51 212, 047 
1.42 35, 382 
0.51 12, 708 
8. 51 2 

21 f 
2. 63 65, ! 

72 17, 939 

2 10, 465 

2. 63 65, 532 
1.98 336 

51 
1, 02 


100. 00 |2, 491, 728 


31.32 | $634, 308 
4.46 90. S2F 
| 6.29 | 127,388 
| 1. 42 28, 758 
| 2. 63 53, 264 
4. 46 90, 326 
8. 51 172, 349 
1. 02 20, 658 
1. 02 20, 658 
13 2, 632 
1.16 
8. 51 
8. 51 
1, 42 | 
51 
8. 51 
21 
y 82 
| . 42 8, 506 
2. 63 53, 264 
1. 98 40, 100 
. 51 10, 329 
1,02 20, 658 | 





Cesh con 
tributions 
for free 
move 
ments 


oe 


$6, 865, 692 
201, 600 


100, 000 


10, 000 
7, 000 


22, 400 
93, 458 


2, 723, 058 


10, 023, 208 


1955 estimates 


, 000 
201, 600 
100, 000 


200, 000 


30, 000 
200, 000 


10, 000 


200, 000 


14, 000 


100, 000 
100, 000 


5, 481, 681 


13, 637, 281 


1954 








Credits | 


Contribu- lowed | 
tions, re- for proc- | Totel 
imburse essing contri- 
ments for and re i oaiteane 
specific ception | 2UUons 
programs | expendi 
tures 
| 
} = 
ay 
$7, 500, 000 
$918, 609 | $668,300 | 1,677, 235 
694,837 | 497,800 | 1, 521,625 
173, 910 459, 250 | 661, 918 
153, 264 
206, 800 266, 800 | 653, 926 
52. 500 313, 490 1, 138, 249 
20, 000 37, 700 78, 358 
| 16, 000 36, 658 
1, 500 | 3,000 | 7, 132 
23, 493 





349 





, 600 }1, 862, 300 3. t 
, 988 365, 668 548, 364 
000 40, 000 150, 329 
075 |2, 769, 250 | 6, 189, 674 

4, 253 








435, 800 118, 800 607, 864 
21, 581 
6, 000 14, 506 





75, 664 

133, 558 

8, 000 18, 329 
120, 600 141, 258 


266 550 
ye 783, 750 


2, 846, 024 |. 2, 826, 024 
666, 543 666, 543 
377, 800 |... | 377, 800 

6, 001, 829 6, 378, 442 

30, 000 39, 000 





2, 723, 058 


, 065 |7, 552, 868 (39, 368, 003 


$3, 919, 591 $11,700,000 
867,740 | $519,000 | 1, 497,871 
2, 072, 000 710,000 | 3, 140, 330 
382, 500 770, 000 1, 187, 882 
165, 532 

394, 000 394, 000 899, 131 
116, 000 142, 000 670, 047 
71, 000 159, 116 

17, 000 64, 916 

4, 000 10, 238 

58, 004 


2, 445, 
831, 


90, 
3, 639, 


412, 047 

000 2, 271, 500 4, 928, 547 
550 690, 120 1, 557, 05% 
000 43, 000 155 
000 |3, 300,000 | 7,151,047 
5, 233 
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CHART 7.—Per capita cost in terms of United States contribution 


Calendar year 1953 :? 


Cost based on total contribution hind $6, 789, 590-87, 501—$77 
Calendar year 1954: * 

Cost based on total contribution ba _... $8, 500, 000-118, 400=$71 
Calendar year 1955: * 

Cost based on total contribution $11, 700, 000-155, 000—$75 


1 Actual cost. 
* Estimated cost. 


INTERGOVERNMENTAL COMMITTEE FOR EUROPEAN MIGRATION 
GENERAL NARRATIVE STATEMENT 


The overpopulation problem in Burope 

An estimated 3.5 million people in Europe face the need of emigration in the 
next 10 years because of overcrowded conditions in countries of present resi- 
dence. Italy, with a population of 47.5 million, has been confronted for the past 
7 years with continued and serious lack of employment opportunities for some 
3.7 million family wage earners, 1.7 million of whom are totally unemployed 
and another 2 million of whom are only partially employed. This situation has 
resulted in part from the lack of emigration before and during the war and 
the return to Italy in the postwar period of Italians from the north African 
colonies. Greece has a population of some 8 million which is increasing by ap- 
proximately 120,000 annually. Thirty-five thousand Greeks have returned from 
Eastern Europe. The lack of employment opportunities in urban and agricul- 
tural regions of Greece constitutes a grave problem and the Greek Government 
is pressing for the emigration of some 30,000 persons annually. The Nether- 
lands has a population estimated at some 10,400,000. Its population density of 
317 persons per square kilometer is the highest in Europe. The Netherlands 
Government has calculated that an annual net emigration rate of 60,000 is nec- 
essary to maintain the proper balance between resources and population. In 
Austria the problem arises primarily from the influx after the war of over 
600,000 ethnic Germans and other refugees of whom only one-half have been 
absorbed in the Austrian economy. Western Germany has received over 8.5 
million expellees since the end of the war and 1.5 million refugees from Eastern 
Germany. Over 305,000 entered West Berlin in 1953. 

Spontaneous migration and migration resulting from unilateral or bilateral 
governmental arrangements results in an estimated annual flow of 200,000 to 
250,000 migrants from Europe. The need is to increase this volume of existing 
movement. 


The program 

In November 1951, the United States took the initiative in convening a con- 
ference of interested governments with the specific objective of promoting in- 
creased movements of European migrants to overseas countries where they 
might become self-dependent. The Intergovernmental Committee for European 
Migration which developed from the above conference and which has now a 
membership of 24 governments moved 77,626 migrants out of Europe in 11 months 
of 1952, over 87,000 in the calendar year 1953 and plans to move 118,400 in 1954, 
including about 15,000 to the United States who may receive visas under the 
Refugee Relief Act. The estimate of movement for the calendar year 1955 is 
155.000, including 55,000 to the United States. 

The Migration Committee seeks to facilitate migration through (@) the de- 
velopment of opportunities for migrants in overseas countries, (0) assistance 
in transport, (c) improved organization of recruitment and processing proce- 
dures in the emigration countries and reception and placement procedures in 
the immigration countries. The program also calls for the organization of tech- 
nical services which promote migration to be financed under a tripartite finan- 
cial arrangement among the countries of emigration and immigration and the 
Committee. The provision of such technical services (for example, vocational 
training, language instruction, distribution of information concerning immigra- 
tion countries, and loeation of opnortunities for migrants) has increased the 
number of migrants moved. The Committee will also develop further methods 
to secure prepayments and reimbursements for the cost of ocean passage from 
the migrant, his sponsors and relatives and from the sending and receiving gov- 
ernments to minimize the burden of subsidizing ocean movements. 
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Financing of the ICEM program 

The estimated budget of the Migration Committee for calendar year 1955 is 
$50,035,675, of which $2,491,728 is for administrative expenditures and $47,543,947 
for operational expenditures. Contribations to administrative expenditures are 
made by each member government on the basis of an assessed percentage agreed 
upon between the Committee and that government. The United States contri- 
bution to the administrative expenditures for calendar year 1955 would be 31.32 
percent of $2,491,728, or $780,409. Contributions to the operating expenditures 
are voluntary. They consist of contributions of free funds to subsidize move- 
ments, reimbursements for movements effected, and of services by emigration 
and immigration countries for processing and reception for which credit is al- 
lowed in lieu of cash contributions. The proposed United States contribution of 
$10,919,591 to operating expenditures would be to subsidize movements, includ- 
ing those to the United States under the Refugee Relief Act. The proposed 
total United States contribution requested—$780,409 to administrative expendi- 
tures and $10,919,591 to operational expenditures—is $11,700,000 for calendar 
year 1955. 





ESCAPEE PROGRAM 


GENERAL NARRATIVE STATEMENT OF LAURENCE A. DAWSON, CHIEF OF THE ESCAPEE 
PROGRAM, FOA 


The problem 

After the end of World War II, countries of asylum in Western Europe which 
were preoccupied with problems concerning refugees of their own nationalities, 
had been able to offer escapees from Soviet-dominated areas only limited hous- 
ing, food, and other facilities. In addition, the lack of any organized facilities 
for resettlement meant that there was little hope for the escapee becoming 
reestablished in the free world. As a result some of these escapees were so dis- 
couraged that they returned in frustration to their homes behind the Iron 
Curtain. These circumstances combined to create a situation which hampered 
the accomplishment of the important United States objective of securing the 
friendship of the captive populations of the Soviet orbit. The Soviets exploited 
the neglect of escapees, in order to lower the prestige of the West, to discourage 
further escape, and to produce throughout the enslaved area the idea that es- 
capees to the West would be met with detention, neglect, or forcible repatriation. 


The program 

In the face of the above situation, the escapee program was inaugurated by the 
United States in March 1952 under the authority of section 101 (a) (1) (the 
Kersten amendment) of the Mutual Security Act of 1951, for the purpose of sup- 
plementing and improving the already considerable efforts by the countries of 
asylum and by the voluntary relief agencies on behalf of the escapees. The 
program has produced a sharp contrast with the conditions previously prevailing 
and provides valuable factual material for broadcast through United States media 
hehind the Iron Curtain. These broadcasts serve not only to refute Soviet 
charges, but demonstrate positive United States interest and concern for escapees 
and for the captive populations of the Soviet orbit. 

The program operates primarily through contracts with voluntary agencies 
representing the major religious and nationality groups in this country. This 
method of operation assures a valuable person-to-person approach truly repre- 
sentative of the American people and makes use of the worldwide facilities of 
the voluntary agencies for obtaining resettlement opportunities. 

Eligibility for full escapee program benefits in Europe is confined to those 
persons who fled from the U. 8. 8. R. since January 1, 1945, or from the satellite 
countries of Eastern Europe since January 1, 1948. Exceptions to these date- 
line criteria are authorized where unusual justification exists. Transportation 
assistance is also afforded to escapees qualifying for United States visas under 
section 3(c) of the Displaced Persons Act of 1948, as amended. In areas other 
than Europe where no attempt is made to deal with the problem on a compre- 
hensive basis, program assistance is extended to selected individuals or groups. 

It should be noted that all persons receiving program assistance are screened 
by a procedure similar to that used fer United States visa applicants to assure 
that they are bona fide anti-Communist refugees or other steps are taken to assure 
that the escapees are deserving of United States assistance. Persons not meet- 
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ing the security standards are excluded from program benefits and further appro- 
priate action is taken by other United States agencies or local police authorities. 

In its effort to achieve self-sufficiency for the escapee—in most cases through 
overseas resettlement—the program is concerned primarily with the following 
activities : 

1. Reception, care, and maintenance 

Activities are administered to achieve by supplementing resources being applied 
by local governments and voluntary agencies, an adequate standard of reception 
care until permanent resettlement can be effected. The projects include the 
furnishing of food, clothing, shelter, sanitary and health services, amenity sup- 
plies, and limited recreation facilities. 

2. Resettlement 

To facilitate resettlement, projects are undertaken for the preparation of 
complete dossiers on each escapee; for securing the documents and other legal 
papers necessary in obtaining visas; for counselling to aid in finding resettlement 
opportunities suited to the escapee’s training, vocational experience, and lan- 
guage; for visa processing; for medical services required to enable escapees to 
meet visa standards; orientation, languag, and vocational training where neces- 
sary for successful resettlement; and immigration opportunity search projects 
in certain countries of immigration. 

In Europe, out of a total of 33,780 persons eligible for program assistance, 
10,089 had been resettled as of April 30, 1954, primarily in the United States, 
Canada, Australia, and Latin America. In the Middle East the program has 
been instrumental in permanently resettling a group of 362 Kazakhs from the 
area of initial asylum—Kashmir—to Turkey. In the Far East the program 
has assisted over 5,000 selected Chinese refugees to resettle as of April 30, 1953, 
and a grant of $150,000 was made to the Hong Kong Colonial Government for 
assistance to 60,000 persons made homeless in a disastrous Christmas night fire. 


38. Transportation 


Principally through a contract with the Intergovernmental Committee for 
European Migration the program pays for the overseas transportation of its 
eligibles to countries of resettlement. 

Fiscal year 1955 program 

In Europe the program will devote a greater portion of available funds to 
resettlement either through movement overseas or local integration as compared 
with interim care, as the overall caseload is reduced. It is estimated that 
16,350 escapees will be resettled from Europe in fiscal year 1955. Special meas- 
ures have been instituted in cooperation with the Department of State to make 
maximum use of United States visas expected to be available under the Refugee 
Relief Act. Local integration in Europe for an estimated 2,300 persons will be 
undertaken on a larger scale as persons who cannot qualify for overseas resettle- 
ment are identified. 

In the Far East the program activities will be significantly expanded by 
undertaking additional resettlement projects for Chinese refugees and extending 
resettlement assistance on a selective basis to European refugees permitted to 
leave Red China. In other areas of the world, modest assistance will be made 
available to selected individuals or groups of escapees from the Soviet orbit. 

A total of $6,500,000 in new obligational authority will be required for oper- 
ations in fiscal year 1955. The amount compares with $7,500,000 required in 
fiscal year 1954. 


(Whereupon, at 3: 15 p. m., the committee adjourned. ) 
(The following statements were subsequently submitted by the 
executive branch :) 


STATEMENT OF UcGo CArUSI, ACTING ASSISTANT DrkecToR OF FOA For REFUGEES, 
MIGRATION, AND VOLUNTARY ASSISTANCE, IN SUPPORT OF SECTION 705, OCEAN 
FREIGHT CHARGES 


Section 705, as presently proposed, would continue the authority originally 
granted in section 117¢ of the Economic Cooperation Act of 1948, and renewed 
by section 535 of the Mutual Security Act of 1951, as amended, for the President 
to pay ocean freight charges from United States ports on relief shipments by 
United States voluntary nonprofit agencies, duly registered with and approved 
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by the Advisory Committee on Voluntary Foreign Aid. In addition this section 
would authorize the payment of ocean freight charges on shipments of surplus 
agricultural commodities made available by law for disposal abroad. The sug- 
gested maximum authorization for appropriation to cover these charges during 
the fiscal year 1955 is $4,400,000, plus any unexpended balances of appropriations 
heretofore made pursuant to section 535 of the Mutual Security Act of 1951, as 
amended. 

Through the voluntary relief agencies, three-fourths of the people of our coun- 
try contribute money and goods to meet the needs of the victims of war, turmoil, 
and economic unbalance wherever they can be reached throughout the world. 
So great is the need, and so generous is the response to the appeals of these 
voluntary agencies, that the item of transportation cost alone would overtax 
the limited cash resources of these private agencies to the point where some of 
their relief programs would need to be drastically curtailed, or, conceivably, 
abandoned. The overwhelmingly larger proportion of these contributions is in 
goods. The agencies do not receive through their own constituencies commen 
surate cash tu cover transportation costs; 57 voluntary agencies in the field of 
foreign relief are registered with us. Of these, 27 ship supplies abroad in large 
quantities. Their workers abroad can reach areas and individuals at levels to 
which Government programs very often do not filter. This great movement of 
assistance from individuals to individuals has reduced the opportunity for the 
evil exploitation of mass misery in many critical areas. 

Since che invasion of Poland in September 1939, private voluntary agencies 
have effectively administered the freewill offerings of the American people for 
overseas relief amounting in value to more than $1.5 billion. Since the United 
States undertook the payment of ocean freight on certain of these shipment on 
July 1, 1948, it has, at a cost of less than $12 million, enabled the agencies to 
ship and distribute almost $200 million of sorely needed supplies overseas. In 
speaking of the need and value of this activity Secretary of State Dulles has 
said “This relationship, while no substitute for governmental grants, has an in- 
dispensable quality that no government-to-government aid can duplicate. It has 
created sympathy and good will between our citizens and their fellowmen in 
allied and former enemy countries * * *. This * * * 
during strength that can bind together the peoples of the world.” 

Voluntary agencies are especially competent to disperse relief to the indigent 
because their highly trained staffs are able to make determinations on the basis 
of actual need. To qualify as claimants for reimbursement, registered agencies 
must continue to fulfill the requirements of the regulations governing registra- 
tion. Moreover, the agency programs for each country must be and are specifi- 
cally approved, including the character of the supplies in support of such program. 

In the usual case, an agreement is entered into between our Government and 
each recipient country providing for duty-free entry of relief supplies, and free 
inland transportation from the foreign port of entry to the point of ultimate 
distribution. The program operation requires and obtains a sustained coopera- 
tive relationship among the three major participants: the American voluntary 
groups; the United States Government; and the governments of the recipient 
countries. 

1 now invite your attention to the table before you which shows the actual 
expenditures on ocean freight for fiscal year 1953 ($1,350,000), the estimated 
expenditures for 1954 ($4,325,000), and the amount we are requesting for fiscal 
year 1955. The latter figure, as I have said, amounts to $4,400,000 to cover 
ocean freight both for normal relief shipments as well as agricultural surplus 
commcdities. 

In addition to the solicitation, gathering, and distribution of relief goods 
from their own constituencies, the voluntary agencies, with their personnel, 
facilities, and experience, are furnished for distribution by their American rep- 
resentatives in distressed areas, surplus agricultural commodities under sec- 
tion 416 of the Agricultural Act of 1949. 

For the current fiscal year, 1954, Congress appropriated $1,825,000 for the 
ocean freight program. However, the substantial quantities of surplus commo- 
dities subsequently made available to the voluntary agencies by the Depart- 
ment of Agriculture under section 416 of the Agricultural Act of 1949 made addi- 
tional funds necessary in order that these surpluses (dried milk, butter, and 
cheese) could be moved and distributed by the agencies to needy persons abroad. 
From July 1, 1953, through March 81, 1954, a total of 132,500,000 pounds of 
relief supplies valued at $49 million, including 49,112,000 pounds of surplus dried 
milk, 22,977,000 pounds of butter, and 15,117,000 pounds of cheese, were sent to 
and distributed in Austria, France, Germany, Greece, Iran, Italy, Korea, Leba- 
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non, Trieste, Yugoslavia, Taiwan, India, and Pakistan by the voluntary agencies 
participating in this program. The President, on September 28, 1953, authorized, 
under the provisions of section 513 (b) of the Mutual Security Act of 1951, as 
amended, the use of an additional $2.5 million for the ocean freight program. 
Additionally, he authorized the use of $1 million to defray costs of transporting 
these surplus commodities from point of storage to United States ports. It is 
presently estimated that during fiscal year 1955 the amount of relief supplies 
to be moved by the voluntary agencies will be equal, at least, to those moved in 
fiscal year 1954. That is how we reach the figure of $4.4 million for fiscal year 
1955 to cover this item. 

This program giving freight subsidies to surplus agricultural commodities is 
moving the mountains of surpluses not needed in our own country to the masses 
of hungry, despairing people overseas. 

I should add, at this point, that section 705 (d) as being proposed eliminates 
all reference to domestic inland freight in connection with shipments of surplus 
goods, in the expectation that section 203 (a) of the proposed Agricultural Act 
of 1954, now before the Congress, will provide for the delivery of these surplus 
commodities to the agencies at United States ports of embarkation, rather than 
at the points of storage in the United States. 





OFFSHORE PROCUREMENT 


STATEMENT OF MAJ. GEN. GEORGE C. STEWART, DIRECTOR, OFFICE OF MILITARY 
ASSISTANCE, OFFICE OF THE SECRETARY OF /EFENSE 


Of the total funds appropriated by the Congress for the 5 fiscal years (1950-54) 
$16,484 millions had been earmarked for equipment and supplies and of this 
sum the planned OSP program amounts to $3,175 million or about 20 percent 
leaving $13,309 million (80 percent) of equipment and supplies to be furnished 
from either stocks in the United States or from new procurement in the United 
States. 

With this vast sum of money we are furnishing to our allies the tremendous 
quantities of munitions of war such as airplanes, ships, tanks, guns, ammuni- 
tion, radar and radio sets, etc. The same or similar items are being procured 
offshore; 959 airplanes, 151 ships of various kinds, 618 Centurion tanks, 14,055 
radio sets, 1,007 director fire control and radar sets, 547 million rounds of small 
arms ammunition, 27.5 million rounds of artillery, mortar, and rocket ammuni- 
tion, 265 155-millimeter howitzers together with supporting equipment and spare 
parts are currently on procurement offshore. 

Ammunition procurement has amounted to about 40 percent of the total OSP 
program. $y purchasing ammunition offshore together with indigenously 
financed production of ammunition, the production capacity in the European 
NATO countries has been more than doubled in the past 2 years and through 
the facilities assistance program it is contemplated that this production capacity 
will be doubled again. All of which is most desirable from a military viewpoint. 

The dollars spent in foreign countries under the OSP program are like homing 
pigeons; eventually they come home to roost in the United States. While they 
probably will not be spent for airplanes, tanks, ammunition, etec., they will 
eventually be spent for items that are produced in and exported from the United 
States. Thus it follows that while employment may not be increased in certain 
lines of endeavor it would be in another. 

Starting in June 1950 the MDA materiel program coupled with the require- 
ments of our forces in Korea had a marked effect on putting people to work 
in the United States. It was because we could not furnish our partners with 
materials fast enough (together with other reasons) that we embarked on the 
OSP program. However, since the cessation of hostilities in Korea our pro- 
duction lines have been and are continuing to be cut back to minimum economic 
rates of production. The high rate production items planned for OSP such 
as ammunition, electronics and spare parts could be procured in the United 
States by adding them to existing contracts and delivering them as required 
without increasing production rates. Since production rates would not be 
increased no additional people would be employed over and above those already 
working on the lines. 

The following table shows the relation of planned OSP to total Department 
of Defense planned procurement of hard goods for the fiscal years 1951 through 


1954 including MDAP: 
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(Billions of dollars] 





, j 
Item | Total | OSP | Pero nt Item | Total | OSP | Percent 
Aircraft 45.6 | 0.632 1.38 || Ships 7.5 . 303 4.04 
Ammunition 15.4 | 1.420 9.22 || Production equipment 5.5 | 
Weapons 4.6 . 066 | 1.43 || Guided missiles | 2.8 |. _= : 
Combat vehicles 9.7 . 110 1.13 All other ; 12.0 . 436 3. 63 
Noncombat vehicles 5.2 016 31 - ——— 
Electronics 11.7 . 192 1. 64 Total | 


120.0 | 3.175 | 2. 64 


MEMORANDUM CONCERNING SECTION 416 OF THE MUTUAL Security Act or 1954 
ENTITLED “MUNITIONS CONTROL” 


The provisions of section 416 of the proposed Mutual Security Act of 1954 con- 
stitute a condensed version of the munitions control legislation previously intro- 
duced in the House as H. R. 6344 and in the Senate as 8. 2720. The decision to 
incorporate the munitions control legislation in the Mutual Security Act of 1954 
was taken as the result of a suggestion by Representative John M. Vorys of Ohio. 
It is felt that all the essential provisions of the previously introduced bills have 
been retained in section 416. It should be noted that a public hearing was held 
February 25, 1954, on H. R. 6344, the provisions of which were identical with the 
provisions of 8. 2720. Five representatives of industry, as well as several Gov- 
ernment witnesses, were heard and all voiced their approval of the bill. 

(a) Need for law 

The provisions of section 416 of the proposed Mutual Security Act of 1954 are 
designed to provide a long overdue adjustment in the basic legal framework for 
the export and import control of munitions items. The law under which export 
and import controls are presently administered in this specialized field by the 
Department of State is section 12 of the Neutrality Act of 1939. The need for 
revision of this law has increasingly become more urgent because we are today 
faced with a totally different technical, military, and political situation from 
that which existed in the 1930’s when the Neutrality Acts were passed. Because 
of the antiquated provisions of the Neutrality Act, difficulties in the control 
machinery frequently develop benefiting the dishonest and penalizing the legiti- 
mate operator or trader. 


(b) Lack of import authority 

While the Neutrality Act empowers the Secretary of State to license the import 
of arms, ammunition, and implements of war, there is no legal basis for refusing 
a license. Under section 416, such imports can be curtailed when such action is 
necessary in the interest of national security or foreign policy. 
(c) Enforceability 

During the past few years questions have been raised as to the enforceability on 
certain classes of individuals. The Attorney General has pointed out that sub- 
section 12 (b) of the Neutrality Act requires only those persons to register who 
are engaged in the business of exporting and importing arms and that this pro- 
vision “presents some basis for real doubt as to whether nonbusiness exporters 
were to be covered at all by the Neutrality Act of 1939.” He has recommended 
remedial legislation of this kind be expedited “as much as reasonably possible.” 


(d) Cumbersome and unwieldly aspects of present law 


The experience of the Office of Munitions Control of the State Department in 
administering section 12 of the Neutrality Act has shown it to be unwieldy and 
cumbersome. The National Munitions Control Board with its insignificant fune- 
tions is unnecessary. The Hoover Commission in its 1949 report recommended 
the abolishment of such boards. 

Subsection (h) of section 12 calls for semiannual reports to Congress including 
the listing of the name of the purchaser and the terms of sale involved in each 
export license no matter how insignificant the shipment might be. Compilation 
of such information in the required semiannual reports constitutes an unneces- 
sary administrative and financial burden and is of little interest to recipients of 
the report. 
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(e) Hardships of present law 

Section 12 does not permit the issuance of general licenses which the Depart- 
ment from time to time would have found desirable to make available to ex- 
porters of articles of low military potential. The use of general licenses, in var- 
ious circumstances, would ease the burden now imposed on the exporter and the 
Department of State alike by eliminating the requirement that a specific license 
document be obtained for each individual shipment. 

Deficiencies and lack of flexibility in existing United States laws have fre- 
quently been a source of embarrassment in consultations with other governments 
with respect to securing more effective controls of arms shipments to disturbed 
areas. 

It is understood that the House Foreign Affairs Committee in its report on the 
Mutual Security Act measure has recommended that the administration of the 
provisions of section 416 of the act be placed in the Department of State which 
at present has the responsibility for the administration of these functions. 

It is hoped that the Senate committee will go on record in favor of a declaration 
that the munitions control provisions of the act be considered permanent 
legislation. 








i A pa 
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TUESDAY, JUNE 22, 1954 


Untrep Srares SENATE, 
CoMMITTEE ON ForeIGn RELATIONS, 
Washington, D. C. 

The committee met, pursuant to recess, at 10 a. m., in room 457, Sen- 
ate Office Building, Senator Alexander Wiley (chairman) presiding. 

Present: Senators Wiley (chairman), Smith of New Jersey, George, 
Green, Sparkman, Gillette, and Humphrey. 

The CHaiman. ‘The committee will come to order. 

We have quite a long list of witnesses this morning. I would like 
to suggest that those who testify make their testimony as brief and as 
lucid as possible, but of course cover the issues adequately. We have 
10 witnesses, and it is going to be difficult to hear them all in the time 
allotted. 

The first witness is Miss Sally Butler, director of legislative re- 
search, General Federation of Women’s Clubs. We are very happy 
to have you, Miss Butler. Carry on. 


STATEMENT OF SALLY BUTLER, DIRECTOR, LEGISLATIVE RE- 
SEARCH, GENERAL FEDERATION OF WOMEN’S CLUBS 


Miss Butter. Thank you, Senator. Mr. Chairman, and members 
of the committee, I am Sally Butler, and I am legislative research di- 
rector for the General Federation of Women’s Clubs, and this organ- 
ization, with a membership of more than 5 million women in the Uni- 
ted States, as well as approximately the same number in 44 other 
countries, making a total of more than 10 million. 

The General Federation of Women’s Clubs was chartered by the 
United States Congress in 1901. 


FEDERATION HAS ALWAYS SUPPORTED UNICEF 


Naturally, the women of this country are interested in the welfare 
of children, and so the General Federation of Women’s Clubs has al- 
ways supported the United Nations International Children’s Emer- 
gency Fund. The membership of this organization, as wives, and 
mothers, understands the needs of children, and are particularly con- 
cerned that UNICEF continue to serve these peoples who so urgently 
need it. 

As women we know that it is during the formative years of the 
child that the strength of character is built. We know that adequate 
food, clothing, education, and spiritual guidance are necessary during 
childhood and youth and are conditions to lead to good citizenship. 
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UNICEF GIVES CHILDREN A FAIR CHANCE IN LIFE 


UNICEF has been a very vital part of the program designed by the 
United Nations to make for better living for children in war-torn 
countries and in underdeveloped areas all over the world, and through 
UNICEF millions of children have been given a fair chance in life. 


GOUD WILL CREATED IN CHILDREN’S MINDS WILL HELP ATTAIN PEACE 


The members of the General Federation of Women’s Clubs know 
that good will created now in the minds of children and among the 
nations will go a long way toward the road to peace, and that peace 
will come when men and women work together for the good of man- 
kind, regardless of nationality. 

We further know that dwarfed minds and bodies of underprivileged 
people can be dangerous weapons and a detriment to good will. 


FEDERATION URGES ADEQUATE APPROPRIATIONS FOR UNICEF 


Therefore, the General Federation of Women’s Clubs urges that 
adequate appropriations be made for the continuance of the UNICEF 
program. 

As women, we believe that is the moral responsibility of the United 
States to see that the children of underprivileged countries have more 
than the bare necessities of life. 

We urge that the United States of America, as a Christian Nation, 
assume its full shart of responsibility as its brother’s keeper. 

We believe the best weapon against communism is that of true 
Christianity and the promotion of Christian principles. 

Our organization urges that the Senate approve the appropriation 
of $1314 million as requested for the next 18 months for the con 
tinuance of the program of UNICEF. I thank you. 

The CuatrMan. It isa fact, is it not, th: at the Children’s Fund, gen- 
erally speaking, 1 is one of the most popular and respected of all U.N. 
activities ? 

Miss Burier. Indeed it is, and especially so among women. 

The Cuarrman. And UNICEF has been unanimously approved on 
a permanent basis by the General Assembly, hasn’t it ? 

Miss Burier. That is right, as I understand it, and we are very 
anxious that in these troubled times right now that nothing be done 
to deter that good will. 


NECESSITY OF FULL APPROPRIATION OF $13.5 MILLION 


The Cuarrman. Do you feel that the full amount of $13,500,000, 
requested for the next 18 months, should be appropriated to carry on 
the project adequately ? 

Miss Butter. We do, sir; because we realize that is a cut of, per- 
haps, a couple of million, but we feel that it is absolutely necessary 
to carry on at this time, 


EFFECT OF POSSIBLE ADMINISTRATIVE CUT IN UNITED STATES PERCENTAGE 


_ The Cratrman. Is it not a fact that if the State Department admin- 
istratively cuts our U. N. share to 60 percent, this will constitute a 
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severe blow to UNICEF, and that it will reduce the $13.5 million we 
may appropriate by some $3 million ? 

Miss Burzer. That is our underst: anding, and that is something we 
do not want to happen. 

The Cuatrman. Would it not be better, therefore, that the redue- 
tion of our United States share be less severe and more gradual to, 
say, around 66 percent if the State Department insists on a reduction ? 

Miss Burier. That would be far better than to make a drastic 
change at this time. 

The Cuarrman. Is it not a fact though that if we slash our own 
share there will not be sufficient time available this year for other 
countries to make up the deficit and increase their share ? 

Miss Butter. That is why we are asking that we continue to do so, 
because we believe that if there is a drastic cut made it will take time: 
we think that it will take other nations time to do it, and we cannot 
let there be a dropoff at this time. 

The Cuatrman, Any questions? 


METHOD OF FIGURING UNITED STATES PERCENTAGE TO UNICEF 


Senator Smiru. I think not. I might say that I have been one of 
the persons very much interested in this work from the beginning. 

The only problem we have had, apparently, is whether we should 
give this a larger percentage of United States support than we give to 
other U. N. enterprises. Criticism has arisen because in all the other 
U. N. programs we are trying to limit United States support to a 
certain percentage, 3314 percent. If we ask the State Department to 
reduce the percentage from over 70 percent to around 60, I think prob- 
ably we are making the cut too quickly. The problem must be resolved 
right away because the same question comes up every year, and I 
think it should be decided. 

There is another phase of it with which I think you are familiar. In 
figuring our 60 percent contribution, we have not taken into account 
what the beneficiary countries themselves are contributing into the 
children’s work in their countries. They put in about a dollar in their 
currencies to match every dollar we put in, so, as a matter of fact, we 
are only giving around 20 or 25 percent of the total, considering the 
contribution of all the other countries but not, of course, the ‘total 

‘ash contribution to the U.N. 

Miss Burter. That is right. 

Senator Smirn. It is a complicated matter. I urge that the 
UNICEF people give this matter their immediate study because every 
year we have the same question coming up about our contribution. 
The basis of our contribution is almost a matter of bookkeeping, and it. 
ought to be straightened out so that Members of Congress will not 
feel we are giving a larger proportion to UNICEF than to the other 
U.N. programs. 

Miss Butter. I appreciate that; that is why I said at this time, 
you see, and we are hopeful 

Senator Smrrn. I am supporting your request at this time, but I 
do firmly believe that this percentage matter must be straightened out 
or UNICEF will face trouble in the years to come. 

Miss Burrer. I believe the General Federation of Women’s Clubs 
go along with that thinking wholeheartedly. 

48661—54——-28 
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Senator Smitu. I hope they will. 
The Cuarrman. Thank you very much. 
Mrs. Virginia Gray, executive secretary, Citizens Committee for 


UNICEF. 


STATEMENT OF VIRGINIA GRAY, EXECUTIVE SECRETARY, 
CITIZENS COMMITTEE FOR UNICEF 





Mrs. Gray. Senator Wiley and other members of the committee, I 
am Virginia Gray, executive secretary of the Citizens Committee for 
UNICEF. I am here today representing Mrs. Margaret F. Stone, 
chairman of the Citizens Committee. The Citizens Committee for 
UNICEF is an informal, legislative clearinghouse for a number of 
national organizations which support continued United States partic- 
ipation in the United Nations Children’s Fund (UNICEF). The 
organizations for which I am authorized to make this joint statement, 
in order to save the time of the committee, do not ask for an appear- 
ance in their own behalf, are: American Association of Social Workers, 
American Parents Committee, Association for Childhood Education, 
International, Child Study Association of America, Child Welfare 
League of America, Inc., Friends Committee on National Legislation, 
Methodist Church—Woman’s Division of Christian Service of the 
Board of Missions and Church Extension, National Board of Young 
Women’s Christian Association, National Council of Jewish Women, 
Women’s International League for Peace and Freedom. 

































SUPPORT FOR UNITED STATES CONTRIBUTIONS TO UNICEF 





Members of these organizations have had a continuing interest in 
UNICEF since it was established in 1946. They have ‘followed its 
work on four continents and are informed about its program. All of 
these organizations have shown their approval of the program and 
the fund’s administration of it by voting to support continuing United 
States contributions to UNICEF. 

As you know, our organizations have appeared before you in the 
past to request the Congress to support the United Nations Children’s 
Fund. Its outst: anding. achievements have amply justified your con- 
fidence and our confidence in this program. We are convinced that, 
with adequate support from the United States, along with a growing 
support from the other contributing countries, the fund will continue 
to take the benefits of modern medicine and modern knowledge of 
nutrition to children in those parts of the world where, through ignor- 
ance and poverty, their parents have never before had the opportunity 
to learn what can be done to raise their own standards of health, and 
through better health, to achieve a better and happier life. 

We are impressed especially by several significant features of the 
Children’s Fund: 

PROGRAM OF SELF-HELP 


. It does not represent simply an outright gift from the people of 
the United States. Rather it is a program of self- help. Only those 
countries that have indicated that they are able and willing to use 
their own resources to help their children are able to qualify for 


UNICEF help. Whatever they received in UNICEF funds their 
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zovernments must match with equal, and often match with greater, 
contributions. 


DEMONSTRATION PROJECTS 


2. Many of the projects are of a demonstration nature. Take, for 
example, a child welfare center in Burma, or in the Philippines, or 
in Brazil. UNICEF helps to equip the clinic. It supplies thermom- 
eters, sterilizers, scales, and in some cases, simple medicines. These 
centers, besides serving their immediate goal of caring for the children 
and the mothers of the area, are also used for training new child-care 
workers. In this way the influence of the one center spreads as new 
workers learn modern techniques. The kind of service that was 
started in the small clinic becomes available within a relatively short 
time to larger and larger numbers of children who need it. These 
pilot projects can be like snowballs in the increase in their size and 
effectiveness with only a small financial pebble to start the ball rolling. 


UNITED STATES CONTRIBUTION LESS THAN 6 CENTS PER PERSON PER YEAR 


3. Perhaps the most amazing aspect of the whole Children’s Fund 
is that so much has been accomplished with so little money. The total 
appropriation that is requested for the program for fiscal 1955 is only 
$13,500,000 which is to cover the 18-month period from January 1, 
1954 to June 30, 1955. ‘Translated into terms that are more meaning- 
ful to many of us, that figure represents a contribution of less than 6 
cents per year per person in the United States: that is less than one 

yack of cigarettes. Less than our Sunday newspapers or a Good 
tumor for our own children when that popular little truck makes its 
visit around the streets of many American communities. 

Or again, we might look at it another way. One dollar in any cur- 
rency contributed to UNICEF buys enough powdered milk to give 
15 children a glass of milk a day for a week. One dollar buys enough 
vaccine to protect 33 children against diphtheria, or enough BCG 
vaccine to immunize 24 children against tuberculosis. One dollar buys 
enough penicillin to treat 8 children for yaws. Already, under all of 
these programs, benefits of one kind or another are now reaching 20 
million new children every year. 

The need of the world’s children is so great, however, that the United 
States appropriation of $15,500,000 seems small in comparison with 
the magnitude of the problems that remain. 


HISTORICAL PERSPECTIVE OF UNICEF 


Let us also try to view the program of UNICEF in what seems to 
many of us its historical perspective. As we watch today the struggle 
between two competing philosophies of life, we see the totalitarian 
state subordinating the individual to the impersonal authority of the 
state, and in contrast we see UNICEF, a cooperative voluntary part- 
nership in which each individual, wherever he may be, is helped when 
his need is great. 

The potentialities for good are almost beyond the grasp of the 
imagination. It may well be that the historian of the future will give 
credit to the work of just such humanitarian undertakings as this 
Children’s Fund for serving as the instrument that marks the turning 
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point in the vast struggle against the great evil rampant in the world 
today. 


SUPPORT FULL AUTHORIZATION AND UNCHANGED MATCHING FORMULA 


When we view this modest project with the vision of the future, it 
appears almost too small for the size of the job it is doing. We hope, 
therefore, that the Congress will authorize and appropriate the full 
$13,500,000 and will not restrict the contribution by the application of 
a rigid matching formula, limiting the United States contribution to 
60 percent of the funds contributed by other governments to the Cen- 
tral Fund of UNICEF: The rigid application of the 60 percent for- 
mula, enforced at this time, may impose a serious delay in the continu- 
ation of projects already under way, or in the initiation of projects 
planned for the immediate future, because the matching funds from 
the other governments would not be available until new budgets are 
authorized. It would seem to many of use to be better to leave the 
formula unchanged for this next year so that the children may begin 
to benefit now from the program—not several years from now. If any 
such reductions must be made, the reduction should certainly be made 
only very gradually over a period of years. As Mrs. Bolton has said 
in the House Foreign Affairs Committee, “Children are all the future 
we have” but, acc ording to Dr. Martha Eliot, “You can’t feed a child 
tomorrow and expect him to grow today.” 

We respectfully urge a continued United States support of 
UNICEF that is unhi ampered and in accord with the generous spirit 
of the American people. 

Thank you very much for this opportunity to appear here today. 


UNITED STATES CONTRIBUTION UNDER PRESENT MATCHING FORMULA 


The CHatrMan. I have just tried to analyze the matching formula 
situation. Thus, for instance, if country X were to get, say, $100 in 
aid, that country would have to contribute, in the first place, 30 per- 
cent to the central fund. 

Mrs. Gray. No, Senator Wiley, I think, in the first place, the coun- 
try would have to agree to match the full $100 in their own country. 

The Cramman. I understand that. The recipient country has to 
agree, say, to match the $100. Our percentage contribution then 
would be $70 of the $200 that would be contributed, which would be 
about 35 percent. But the recipient country also, the chances are, 
contributes toward the central fund, does it not ¢ 

Mrs. Gray. Well, there are, as far as I can find from the reports, 
from the UNICEF headquarters, 55 countries contributing to the cen- 
tral fund, and, of course, many of those are recipient countries, re- 
cipients of aid, as well as contributors to the central fund. 

The Cuamman. Any questions? Senator Smith. 

Senator Smrru. No, I have no further questions. 

The Cuatrman. Senator George, any questions ? 

Senator Grorar. No questions. 

The Cuamman. Senator Gillette ? 

Senator Griterre. No questions. 

The Cuamman. Thank you very much. 
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The next witness is Rev. Reuben K. Youngdahl of Minneapolis, 
Minn. He isnot here at present. 
Is Mr. Ike Quintana, of Miami, Fla., here? You may proceed, sir. 


STATEMENT OF ISADORO QUINTANA, CORAL GABLES, FLA. 


Mr. Quintana. Senator Wiley, members of the committee and gen- 
tlemen, my name is Isadoro Quintana, of Coral Gables, Fla. At pres- 
ent I am president of the First Mortgage Corp. of Florida. And I 
have been for about 1 year acting as a ¢ onsultant to the Cuban Govern- 
ment Bank for Industrial and Agricultural Development. 

Thank you very much for this privilege. I would like to have it 
understood that even though I am now serving as a consultant, as in- 
dicated above, for the Cuban Government, | am here only as a private 
United States citizen representing no one but myself. I came to this 
hearing in order to offer a suggestion which could easily be dovetailed 
amongst the activities now carried on for purposes of mutual-security 
aid. 

The work that I did serving the United States Government in Wash- 
ington for 9 years, what I am now doing in Cuba, the practice of my 
profession, and extensive traveling throughout North and South 
America and Europe, has given me an opportunity to observe the effec- 
tiveness of aid when it reaches the common people directly. I can 
say to you with all assurance that in Puerto Rico, for instance, the 
people are more aware of the benefits brought to them by this Govern- 
ment through FHA, which I established there for our Government in 
1938, than any other kind of aid. 


HOUSING PROBLEMS ABROAD 


I can say to you that our experience in Cuba in the FHA recently 
established there by me, demonstrates that the only aid which they con- 
sider direct, and for which they are anxious, is in connection with the 
acquisition of homes of their own, as purchasers, rather than as re- 
cipients of a gift. 

It is no secret, and I was able to observe the fact at close quarters 
right on the ground, that Franco’s housing program in Spain has been 
his main solution against communistic idealisms. 

We are not in a position as a nation to tell the people of the countries 
south of us that communism is bad while the Communists point out to 
them the actual contrast between living conditions there and those in 
the United States. Weare in an indefensible position. 

Inasmuch as the lack of facilities for homeownership is such a uni- 
versal necessity, and inasmuch as it occupies a predominant position in 
the fostering ‘of good human relations, I humbly suggest that the 
mutual-security program encompass this kind of aid which will be 
felt directly by the people, which will be known as action of the United 
States of America and for which the people will be grateful. 


PROPOSAL TO EXTEND FHA-TYPE ASSISTANCE TO PEOPLE THROUGH MUTUAL 
SECURITY PROGRAM 


My proposal involves no subsidies, no gifts, nor direct loans by the 
United States Government. It involves what would be the equivalent 
of extending the operations of the FHA to them, except that instead 
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of extending the actual functions, only the benefits will be extended to 
them. 

My proposal involves only inducements to private enterprise so that 
private capital will, without fear, invest its own surplus funds outside 
of the United States. 

It means, in fact, lowering the international barriers that now exist 


by extending our sphere of financial action outside of the United 
States. 

























OPERATING PROCEDURE OF PROPOSAL 





As of the present time, the FOA, Foreign Operations Administra- 
tion, formerly the Mutual Security Agency, is guaranteeing foreign 
investments of private American capital under certain conditions. 
Why not then extend this activity to mortgages for homeownership ? 
It could easily be done by the FOA itself or any similar agency. 

As an example, the modus operandi in Cuba would be as follows: 

(1) Mr. and Mrs. Cuban Citizen apply to a Cuban bank or other 
lending institution in Cuba for a long-term mortgage loan to acquire 
a house. 

(2) The Cuban lending institution applies to the Cuban FHA for a 
commitment to insure the loan. 

(3) Ifthe FHA commits to insure the loan, the Cuban lending insti- 
tution makes the loan. Mr. and Mrs. Cuban Citizen acquire the home 
and start making monthly payments to amortize the loan and pay 
interest on remaining balances. 

(4) If and when the Cuban bank desires, it offers the FHA-insured 
loan for sale to an American lending institution. 

(5) The American lending institution applies to the one American 
Government agency administering the program, say FOA, for a guar- 
anty against default. 

(6) Ifthe FOA commits to guarantee the purchase, the American 
lending institution makes the purchase for cash. 

(7) In case of default, the Cuban FHA would make good for the 
loss, paying to the American lending institution the loss through the 
Cuban bank in the same manner that the American FHA makes good 
its losses. 

Under this system no Government money is used, and the money 
invested by the American lending institution starts to be reimbursed 
monthly, together with interest at the end of 30 days. 

The guaranty by the FOA might never be called upon inasmuch as 
the FHA operation in Cuba, similar in all respects to the American 
FHA, is economically sound and has, like the American FHA, besides 
specific guaranties, the general unlimited Government guaranty. 

Thank you very much. 

The Cuatrman. Any questions? 

Senator Smirn. I have no questions. 

The Crarrman. Any questions? Thank you very much, sir. 

I see that Rev. Reuben K. Youngdahl is in the room. I take it, 
Reverend Youngdahl, that you could really come in without being 
escorted by the distinguished Senator, Senator Humphrey. We 
wonld let you in without escort. [Laughter. | 

Weare glad to see that you brought him, Senator. 

Senator Humpnrey. Mr. Chairman, prior to Reverend Youngdahl’s 
remarks, I would like to place in the record a statement of introduc- 
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tion so that the record may be complete as to our witness’ background 
and his very unusual powers of observation and understanding in this 
area. 

(The statement referred to follows :) 


REMARKS OF SENATOR HUMPHREY 


It is a real pleasure and privilege for me to present to this committee one of 
our outstanding citizens of Minnesota, a world traveler and observer of the 
international scene who I feel very strongly has already made a tremendous 
contribution as an ambassador of goodwill for democracy in many parts of the 
globe. 

He is Rev. Reuben K. Youngdahl, pastor of Mount Olivet Lutheran Church of 
Minneapolis, who has devoted several years of his life to creating better under 
standing of international problems in the hope of advancing the cause of de- 
mocracy and peace. 

Reverend Youngdahl is the brother of our former Gov. Luther Youngdahl, 
now United States district judge for the District of Columbia. He is an ob 
servant international traveler who has been privileged to interview many of the 
leading political and diplomatic figures of our day, but who also has made a 
point of learning the feelings and attitudes of the common people of countries 
of the world. Only recently he has returned from another of his several trips 
throughout the world. His observations should be of value to this committee, 
as the thoughts and conclusions of a clergyman and a private citizen who has 
had a ringside seat at many points of world tension and concern. I am proud 
to present him first as my own personal friend, secondly as a great citizen and 
roving ambassador for our country. I appreciate the courtesy of our chairman in 
inviting him to appear before this committee, and I know his contribution will 
be of great interest and great benefit to all of us sharing in the desire of ad- 
vancing democracy in the world today. 


STATEMENT OF REV. REUBEN K. YOUNGDAHL, 
MINNEAPOLIS, MINN. 


Reverend Younepany. Mr. Chairman and distinguished members 
of the committee, I was standing one day on the shores of the sea of 
Galilee, and was talking to a group of refugee children, and one of 
them came up to my car as I was about to go, put his hands on the 
door of the car and looked at me with a look that I can never forget, 
as he said to me, “Please, sir, please, sir, take me back with you to 
America.” 

Well, it was something I could not do, but I vowed then, and I have 
tried to keep that promise, that every place I went I would try to 
persuade people to try to bring the kind of America that I loved 
to these areas of need throughout the world. 

If my neighbor’s house is on fire I sound the alarm for two reasons: 
in the first place, I do not like to see property burned down, and, sec- 
ondly, I know that I endanger my own home if I leave my neighbor’s 
home burn down. 

If my neighbor’s children have a contagious disease, I sound the 
alarm because I do not like to see children suffer, and I also know that 
if my neighbor’s children have a contagious disease that mine are 
likely to get it, too. 


GREAT AREAS OF HUMAN NEED AROUND THE WORLD 


I do not think that anybody traveling around the world today, as 
I have had the privilege to do now four different times, can possibly 
escape the fact that there are great areas of human need around the 
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world, and the alarm has to be sounded, and I appear today not as a 
representative of any organization but as an interested citizen in the 
needs of the world, one who loves his country, and one who would 
like to see America continue to take its place as the school-teaching 
nation that can help these other people in desperate need. 


rOO MUCH EMPHASIS ON MILITARY ANSWERS TO POLITICAL PROBLEMS 


It is my opinion that there has been far too much emphasis on mili- 
tary answers to political problems. I would not minimize the mili- 
tary—I’m not an authority on the subject at all—but I think most 
American people who have had the privilege to get into the under- 
privileged nations of the world have come to the conclusion that 
especially, after talking to the great masses of people, that guns will 
never provide the answer to the problems that we face today. 


MUST RECOGNIZE LMPORTANCE OF THE INDIVIDUAL 


To some people in our country, public opinion is something that 
can be manufactured on television sets, but in Asia, for example, 
where I have been several times, public opinion is a thing made by 
stomachs without food, and disease without medicine, and ignorance 
without a chance of schooling. Basic to everything we do in either 
foreign or domestic policy must be the recognition that it is the in- 
dividual that is important in the world today. 

People are important, and our emphasis should be on the integrity 
of each person, on the dignity of the human personality and on eac h 
person’s inherent worth. The individual has worth and value in him- 
self, and by virtue of this, he has the rights of life, liberty, and the 
pursuit of happiness. 


MILITARY FORCES ARE NEEDED, BUT WILL NOT BRING PERMANENT PEACE 


In this kind of a delicate world situation, I firmly believe that we 
need large military forces and defenses. Perhaps we need more pro- 
tection than we now have, but we cannot fool ourselves; military 
strength might prevent war under certain conditions, but force of any 
kind will never bring a kind of permanent peace. 

Our effective strength tod ay basically is related to an understanding 
and an unimpeachable moral position, and we need now to consider, 
as never before, the ideals and moral values that have made us great. 


UNITED STATES MUST BE INTERESTED IN OTHERS’ STANDARDS OF LIVING 


Actually, the lack of food and the presence of disease are basic 
factors for the willingness of orientals and others, in my opinion, to 
accept the false promises of the Communists. If we could be helpful 
in eliminating the causes of discontent, we would be helpful in our 
fight for freedom. Unless we take an interest in the standards of 
living in the people of the world, we have not too much of a chance, 
in my thinking, for permanent peace. 


SHOULD EXPAND PROGRAM FOR STUDENT EXCHANGE 


I think it is very important that we should expand our program 
for the international exchange of students. I have been very much 
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interested in the situation in the Middle East. I think this is a very 
relatively cheap way of being helpful in getting good international 
understanding. 

I a to have a brother in the field of education who tells me 
he now has a student from Egypt who is living in a Jewish home in 
St. Louis, and getting a part of her educational experience in Jewish 
groups. When she goes back to Egypt, just think of the powerful 
force she will be in helping to eliminate the suspicions and bad feeling 
between the Jews and the Arabs. 


HIGH CALIBER OF TECHNICAL AID PERSONNEL 


In my travels, I have had a chance to see how some of the technical 
aid has been administered. I have been deeply impressed with the 
‘aliber of the personnel working in the covntries throughout the 
world, working from »arly morning until late at night, unselfishly 
giving of themselves, because they love their country even as you 
men love America, too. 

But I think of just little things and the multiplicity of these things 
in helping to bring better understanding to these peoples. I think, 
for example, when I was over in Thailand in Bangkok, talking to 
the man administering our aid there, he told me of a little school where 
he went one day and he found practically every student had this 
peculiar disease, open sores, all over them, where they sat down, a 
type of venereal disease, and he could not wait to get back with all 
kinds of penicillin and other drugs that he was sure would eliminate 
this disease. 

This particular village was right close to the communistic border, 
and he said with a glow in his face, “Just think how productive that 
will be in helping to combat communism,” especially as he eliminated 
the disease of these children. 


HELPING THE WORLD’S CHILDREN 


I think anything we can do to help the children of the world—I 
have memories, for example, of hearing a terrible moan coming from 
a field, and I asked my friend from that community what it was, and 
he said probably it was a mother giving birth to her child, unattended 
under the olive trees; and I heard the moan turn into an hysterical 
cry, and I said, “What is that,” and he said, “Probably the little baby 
is dying in her very arms,” and it is my opinion that people just 
cannot ‘stand that kind of emotional shock without something hap- 
pening. 


WHY PEOPLE OF EAST ARE THINKING OF COMMUNISM 


As I go about the country lecturing in open forum, people ask me 
why is it that so many people are leaning toward the—so many people 
of the East are thinking of communism. To me, probably I am over- 
simplifying it, but the answer seems very simple to me. You cannot 
have areas of human needs, you cannot have hungry people, you can- 
not have sick children, you cannot have a situation existing in India 
where 300 out of 3,000 babies who are born die before 1 year of age, 
or have the children die before they are 7, because they have not got 
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the right kind of medicines or doctors, without having some kind of 
trouble. 


HELPING OTHERS TO HELP THEMSELVES 


Over in India, for example, when I was there, I saw the tremendous 
results of our technical assistance program, and it is my opinion that 
the people of the world do not expect the standards of living that we 
have in America. They do not want us to be a Santa Claus, but they 
want to know how to do things. I like the slogan of helping others 
to help themselves. 

They want the joy of building up their own country. I think we 
would be very remiss in our duty if we do not go a long way in this 
program of sending technical aid to these undeveloped countries. 

I will never forget sitting with Prime Minister Nehru alone, spend- 
ing an evening with him, right after his food administrators’ confer- 
ences, with his brow furrowed and as he sat there on his davenport, 
and he said, “my main concern is trying to find enough food to feed 
people.” 


NEED IN WORLD OF A SENSE OF BELONGING 








What is the greatest need in the world today? In my thinking it 
is in the people of this world who are members of one family, they 
must have a sense of belonging to something. It is my opinion that 
if we prove our democracy by helping others to help themselves, that 
people will catch that sense of belonging. 

I remember a little hospital in India. It was just a home in a little 
village. I do not suppose it was any more than 30 or 40 miles away 
from this village, but a lady had gone out in the streets and brought 
in these patients. There were some lepers, and there were some that 
were mentally deranged, all types of sickness, and you went into that 
little house, it was a very unique and unusual thing in this great coun- 
try of great need, and there were not any bedsores on the patients; 
the sheets were clean. It just did not seem like India to me. 

I tried to get out’to all the villages, as many of the villages, to try 
to see how people think about things, and I went up to the lady and 
I said, “How do you account for the fact that these people are 80 
happy?” And she said, “That is easy to understand,” she said, “now 
they know they belong to somebody. They were outcasts before, these 
people; nobody cared for them.” 

They were like the little girl I saw standing in line—she had been 
separated from her parents, and she said, “I am nobody, nothing,” 
but now they felt like they belonged to somebody. 

I recall on reading about our forefathers when they came to this 
country, they did not come in search of gold, they came in search of 
God, and though their cemeteries grew faster than their gardens, they 
made sacrifices necessary to build our country. 


UNITED STATES WANTS TO HELP PEOPLE 


It seems to me that as we minister to people around the world today, 
we are not in search of gold, we do not want colonies, we do not want 
to subject people. We want to help people, and I would say that the 
cornerstone that we are going to have in our structure is the corner- 
stone of unselfishness built upon love and, I take my cue from, one 
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who, of course, is far greater than I, and greater * an anyone in this 
room, and I do not think it is sentimental drivel. I do not think we 
have ever tried it. I think we have begun to try it in America, and I 
think that America is a far greater country than most people in the 
world think and I think that we need to show a world Americ a ~ 
heart, that this one who, far greater than any of us, once said, “ By 
this shall men know that ye are my disciples if you on one another.’ 

It is my conviction that love never fails. Go to India and see what 
has happened, because you men have been responsible for aid going to 
India. Areas—I saw where they were producing seven times as many 
crops as they had produced a year ago because they learned how to 
use fertilizer; to he ‘Ip raise crops rather than to burn them as fuel in 
the kitchen stove. They learned how to drill tube we ‘lis, how to dam 
up the waters of the monsoon for a short crop, and then you can un- 
derstand how far our money has gone to help others. 

It is my conviction that the superman will never be the godless man. 
As Sikorsky, the scientist, said, “At best, he will become the super- 
beast,” and in this day when we hold in our hands the powers to de- 
stroy ourselves, I would certainly think, and I feel that more and more 
the people of America are beginning to think, that they are going to 
be willing to sacrifice a lot more for peace than they ever have for war. 

The Cuarmman. Thank you very much, Reverend. 

Any questions? 

Senator Smirn. I have no questions. 

Senator Gitterre. I want toaska question, if I might, 

The CuatrrmMan. Senator Gillette. 


SENATORS’ CONSTITUTIONAL RESPONSIBILITY IN SPENDING TAXPAYERS’ 
MONEY 


Senator Gmuetre. Reverend Youngdahl, your presentation here 
has been very moving, and I know it has affec ‘ted everyone. The hu- 
man need and the ravages of hunger and disease have a tremendous 
appeal to anyone with a heart at all. 

But I want to call your attention to a difficulty that attends us in 
the work we are doing here. It is not a question of what I, as an in- 
dividual, would want to contribute from my meager resources to meet 
this need. Neither is it our responsibility, as custodians of a volun- 
tary fund. We are custodians of a fund that is imposed on our people 
in the way of taxation, and the responsibility that we have is a consti- 
tutional responsibility not in making our individual contributions, not 
in dispensing of voluntary funds, but in dispensing of an involuntary 
fund that we have raised from the American people. That is the con- 
stitutional responsibility, and it imposes upon us a very serious dilem- 
ma, as I am sure you realize, do you not ? 

Reverend Younepant. I appreciate that. 

Senator Gitterre. Do you want to comment on that in any way? 

Reverend Youepan.. Except this, that I feel that, as I have done 
a lot of traveling around the country, on the road practically the 
whole time and between trips, other than Sundays, it is my opinion to- 
day that the American people are more willing to pay for this pro- 
gram than ever before. I am absolutely convinced of that. 

Now, I happen in my own area to come from a very conservative 
area in the city of Minneapolis, that is my beginning point. I have 
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gone into your State a number of times this spring for speaking 
engagements. I feel that the people of the Midwest, where I have 
concentrated most of my attention especially, that have been conserva- 
tive before are now beginning to see that we have not begun to try this 
method. 

Senator Gruterrs. Thank you, sir. 

That is all, Mr. Chairman. 


IMPROVING MUTUAL ASSISTANCE PROGRAM 


Senator Humrurey. I want to say that it is men like Reverend 
Youngdahl, who have done almost superhuman service in explaining 
what the mutual assistance program is about. I have heard Reverend 
Youngdahl speak, and I think that he makes it vivid as to what we 
mean by technical cooperation, for example, and the Children’s Fund 
and the educational exchange programs. 

Too frequently these matters become just words, and just phrases, 
but when they are filled with the warmth of human understanding, 
they do become understandable to the people. 

I would surely collaborate in Reverend Youngdahl’s remarks. I 
think we have all had the same experience, in finding that there is 
kind of a yearning today on the part of people to, first of all, measure 
the extent and effect of the program of mutual assistance; and sec- 
ondly, to try to improve its effectiveness. There is a limit to how far 
one can go in terms of dollars, but there is not very much limit that you 
can place on how far one can go in terms of trying to improve its 
effectiveness. 

I think that is what we have had emphasized here this morning. 


ARAB REFUGEE CAMPS 


I would like to ask Reverend Youngdahl a question in reference to 
refugee problems. You were in the Near East recently, were you not, 
Reverend Youngdahl ? 

Reverend Younepant. That is right. 

Senator Humpnrey. Did you see any Arab refugee camps? 

Reverend Younepaut. I visited a number of them in Jericho and 
outside of Bethlehem. I went to Kibya; there is a large concentration 
between Kibya and Jerusalem. 

Senator Humeurey. What was your general observation on those 
camps? 

Reverend Younepaut. I am in a very peculiar situation. Our par- 
ticular church has done a tremendous job in relief work for the Arabs; 
in fact, they are the third largest hiring agency. 


ARABS NOT HELPING THEMSELVES 


It was my opinion that the Arabs had done absolutely nothing to 
help themselves, and they are sitting around growing more bitter all 
the time, without trying to clean up their own camps for their living. 
They are living under deplorable conditions, in tattered tents. You 
just cannot believe it. 

When I show my colored pictures around the country, of the living 
conditions, people just cannot believe that human beings live that way, 
but they are doing nothing to help themselves. 
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As you know, they have refused to be resettled away from the border 
and are livin right on the border and fermenting hatreds. All as 
think about is going back to war against the Jews, and they thin 
something has been taken away from them, a moral wrong has been 
committed, and nothing will satisfy them until that moral wrong has 
been made right. 


ISRAELIS HAVE BEEN INDUSTRIOUS 


However, I am very sympathetic with what the State of Israel has 
done. I think they have done a tremendous job, with our help, of 
course, in developing a country and being industrious, working from 
early morning until late at night. It is unbelievable to see the miracle 
take place where people have ambition and will work. 

Senator Humpurey. I have no more questions. 

The Cuarrman. Thank you very much, Reverend Youngdahl. 

Mr. Lawrence M. Gary. 


STATEMENT OF LAWRENCE M. GARY 


Mr. Gary. Mr. Chairman and members, my name is Lawrence M. 
Gary, appearing as a private citizen, with no particular interest other 
than as an irate taxpayer, shall we say. 

Before I start, 1 would like to say that I have no objection to the 
basic principles of this mutual security. The reverend gave you a 
very good story. I have been in the Far East, 3 years in India, 2 in 
the Philippines, and I have traveled extensively otherwise. I might 
say that he put the picture exactly right. 


OBJECTION TO TRICKLE-DOWN ECONOMIC THEORY 


But I disagree in the method in which we are approaching the 
problem. I have studied it, and I have experienced it, and I guess I 
could go into a criticism of the program basically. The basic fune- 
tions of the program are, one, that it is a tric kle-down theory on 
economics; that is a basic fundamental which we are avoiding which 
I have never seen work, and history has never seen work. 


OBJECTION TO USE OF SOCIALISTIC AGENCY TO PROMOTE PRIVATE ENTERPRISE 


The second one is the use of a socialistic agency to promote private 
enterprise; that is what we are doing. In other words, we say we 
are for private enterprise, we are backing it a hundred percent in 
the United States. We take a socialistic agency, a Government 
agency, to try to promote private enterprise in a foreign country. 
That should be done by private enterprise. 


UNITED STATES CANNOT BUY FRIENDSHIP WITH MONEY 


Another thing, another basic principle, of MSA is that you are 
trying to buy friendship, loyalty, respect or what have you, with 
money. It has never worked. It is one of the most diffic ult things 
in the world. I would dare say it is nearly impossible to give away 
money and retain the respect of the individual or the country to 
which you give it so I am not going to start a big discussion. I 
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would start one if anybody is interested, but I think we had better 
go into what I think is a more constructive suggestion. Let MSA 
stand, the results of MSA stand, and be judged as such. We have 
tried it through the ECA and the Marshall plan, and now MSA. 


MSA HAS FAILED TO STOP COMMUNISM 


The stories that I get from listening to the proponents of MSA is 
that it is going to stop communism by building an economic bulwark 
against Soviet aggression. Now, has it done that? Have we gained 
one country or have we lost? In other words, that is the basic tenet 
of our giveaway programs. I would say that it has failed there. 


BELIEF THAT A NEW PROCEDURE SHOULD BE TRIED 


The other results which we may have gained have been very expen- 
sive, very doubtful. Now, again, I seem to be a dissenter here this 
morning. I am not against the principles. My theory is that if our 
present procedure does not work, let us try a new one. 

After all, I have been in the construction business several years 
and if the 

The Cuatrman. Are you speaking specifically now, sir, of the Chil- 
dren’s Fund ? 

Mr. Gary. Iam speaking generally, sir. 

The Cuatrman. What about the Children’s Fund? Are you against 
that operation as it has been carried on ¢ 


PHIL-AMERICAN LIFE INSURANCE COMPANY PROJECT IN THE PHILIPPINES 


Mr. Gary. I would like to tell you how I think it can be done better. 
[ am not against giving to children; in fact, I have done that myself 
in India for several years. I ran one of the—and my wife—ran one of 
the milk agencies, the vitamins, and those programs out there, but let 
me explain my situation. I was in the Philippines and I saw the 
results, the end results, of the MSA, and I do not think they were good. 
I think in one position, one point, is that they have a great deal to 
do with the growing anti-Americanism that we have, but I looked 
around out there, and there is a Phil-American Life Insurance Co.; 
they have done what we want to do with MSA and with our other 
programs. 

Phil-American went into the Philippines in 1947; they invested 
$500,000 in.capital assets; they put another $250,000 in for operating 
surplus. 

Now, as the result of that, they are right now writing 235 million 
pesos worth of insurance; they have built 2 large housing areas, they 
employ 2,400 Filipinos; they have only one American out there, 
that is the general manager, so they are doing what we would like 
to do, and here is an example. 

Here is a company that has gone in there and used Philippine funds, 
and used Philippine labor, they have created work for the people, 
they have built housing and this housing, if you make more than 300 
pesos a month you cannot get in it; you pay very small rent, and that 
is unheard of in the Philippines because most people get whatever the 
going price is worth, but not the Phil-American, so 1 looked around 
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and saw this example of what was happening, what could be done with 
a little intelligent approach to the problem, and I would like to say 
that we can build a program around the Phil-American Life Insurance 
Co. as a sort of pilot. 

There is no reason we cannot expand their activities. I have talked 
to their general manager, who is Mr. Ear] Carroll, and he thinks that 
he can expand that program with a little assistance from the United 
States Government. 

The thing that hurts out there is the fear that they will lose their 


money The P hilippines have plenty of money, that 1s another point. 
Why put money out when a country like the Philippines has over 
1 billion pesos in what they call the bamboo banks? That is not only 


true in the Philippines, that is true in France, it is true in most every 
country; they have their own money, so why not let them use their 
money, Why not encourage them to use their money? They have had 
this money in the form of cash, gold, jewels. These they keep stored 
under their mattresses. 

In Manila one day a lady reported the loss of her Cadillac. She was 
not particularly worried about the Cadillac, but because she had 
$500,000 worth of jewelry in the back end, in a special compartment, 
that is where it stayed, that was her bank. 

Now, if we could get that type of money into circulation, I believe 
we would be doing the purposes of MSA without the cost to the Amer- 
ican taxpayer, plus letting those people keep their own self-respect. 

The Filipinos are good workers, they are conscientious people, 
and they admire the Phil-Americans and the Phil-American Life In- 
surance Co. is doing more, in my opinion, to alleviate their problem and 
to make friends for us than all the MSA program put together. 

Now, mind you, that is in the Philippines. We have spent through 
the MSA and ECA approximately $300 million out there. On the 
other hand, you have a company that has spent $500,000, which has 
done more actual work, more good. ‘To me that is the significant ex- 
ample of what can be done. 

I think, to get that program expanded, it would only be necessary 
to insure some investments. I was quite interested in the gentleman 
who was talking about FHA for Cuba. I would like to expand on 
that, I would like to see you expand on that, but only run it through 
a private enterprise organization, and it can be done. 


INVESTMENT INSURANCE 


So, if you gentlemen would like, I would present an outlme of what 
I call investment insurance. It is something new. The big thing 
in the Philippines and in other countries is that these people fear to lose 
their own money; that is why they keep it in the bamboo bank. They 
will not even put it out into the regular banks. 

Now, they fear war and they fear loss by expropriation by their local 
government, so if we could insure that into small businesses, in a co- 
ordinated agency, I believe we would be doing more than giving money 
to the people. 

That is all I have to say, gentlemen. I would present, if you like 
—I do not have it in a presentable form because I did not know ex- 
actly what the situation would be this morning—an outline of what 
I think an insurance company would be, but that is only a suggestion. 
Let us start thinking about something new. 
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UNITED STATES NEEDS A COORDINATED PLAN 


I think it is just a matter of having a plan, a coordinated plan, that 
the people in the United States know that we have a plan, the people 
in the foreign countries know that we have a plan; we are not dis- 
organized. That is one of the biggest criticisms in the Far East that 
the American people do not know what they want themselves so “How 
are we expected to follow their leadership?” and it is quite true because 
that is the argument that you hear overseas at all times. That is all 
[ have to say, gentlemen. 

The Cuairman. Do you have an outline of the plan put into effect 
by this insurance company ? 

Mr. Gary. I would; yes, sir. 

The Cuairman., If you have it, it will be received and filed. 

Any questions ? 

Senator Smrrn. Just one question. 

Mr. Gary. Yes. 


NOT OPPOSED TO MILITARY ASSISTANCE PROGRAM 


Senator Smirn. As I understand it, you are not opposed to our mili- 
tary program under MSA, but you are thinking about the programs 
like technical aid. 

Mr. Gary. Yes. 1 am not opposed to the military part, but we could 
do a great deal by having countries on our side that wanted us there. 
In other words, we will never be able to go into these Far Eastern 
countries or a small country unless they want us there. 

Senator Smiru. I agree with that. 

Mr. Gary. Now, the only way to get them to want us there is to 
establish themselves as a united group and as a good, shall we say, 
productive country. We are not going to buy them with MSA funds 
or any other kind of funds, nor can we force ourselves in there, but 
if the people wanted us there, were on our side actually, we can be 
invited. How are you going to decide when you are going to fight 
the Russian menace? I mean, after all, somebody has got to want us 
there. We cannot just arbitrarily march into a country ; that is what 
we have been doing. 

The Cuareman. Any questions, Senator George? 

Senator Grorce. No. 

The CuarrmMan. Senator Green? 

Senator Green. No. 

The CuatrmMan. Senator Gillette? 

Senator Giriuerre. No. 

The Cuatrman. Thank you very much, sir. 

Next is Mr. Robert E. Rodes. In view of our limited time, we will 
allow you 10 minutes, sir. 


STATEMENT OF ROBERT E. RODES, COMMANDER, MOROCCO POST. 
AMERICAN LEGION 


Mr. Ropes. All right, sir. Mr. Chairman and members of the com- 
mittee, I am very grateful for the Senate’s 5 years of efforts to make 
the Department ‘of State defend United States interests in Morocco. 

The Department has ignored 1 congressional mandate, evaded at 











MUTUAL SECURITY ACT OF 1954 443 


least the legislative intent of 2 others, failed to require implementation 
of a verdict of the International Court of Justice, defaulted on United 
States treaty obligations to a friendly power, and by its own agree- 
ments has regulated foreign commerce and modified treaties in defi- 
ance of a Senate vote directing that the treaties remain as ratified. 

To prevent or minimize congressional opposition to these acts 
Department officials have given Congress data calculated to defend 
them while withholding data which would lead to opposite conclusions, 
and have made statements which they knew to be false or misleading. 
Several of these statements, challenged by me before this committee, 
were repeated by France and effectively refuted by the Department’s 
own attorney at The Hague. Some of these very arguments now are 
being repeated to defend the Department’s failure to enforce The 
Hague verdict. 

Treaties involved are between the United States, France and 
Morocco. They require French protectorate officials to maintain free 
competitive economy in Morocco; assure United States enterprise, 
trade and investment in or with Morocco complete equality with those 
of France; guarantee Morocco the right to buy, sell and obtain capital 
in worldwide competition. State Department action to prevent this 
free economy was begun shortly after Mr. Acheson became Secretary 
and is continued by an Assistant Secretary, Henry A. Byroade, and 
a Director for African affairs, John Utter, both of whom Mr. Acheson 
appointed. These officers seem to consider their retention as endorse- 
ment of their previous acts and policies, including the flouting of 
congressional mandates on the Morocco treaty matter. They effec- 
tively block free economy and sponsor coloni il exploitation, In com- 
plete disregard for all normal American opinion and of United States 
treaty commitments to Morocco. In my opinion their policies are to 
a substantial measure responsible for Morocco’s rapidly becoming an- 
other Indochina today. 

Four years of what you called, Mr. Chairman, State Department 
“pussyfooting and shilly -shallying” and “pious promises not worth 
the paper they were written on” were summarized by Senator Hick- 
enlooper when the Senate last July passed his amendment to with- 
hold “counterpart funds” from France until she complied with our 
Moroccan treaties. I would appreciate your placing my summary of 
his remarks at this point in your record. 


SuMMARY OF SENATOR HICKENLOOPER’S REMARKS ADVOCATING THE ‘“‘Morocco 
AMENDMENT” PASSED BY THE SENATE ON JuLy 29, 1953 (P. 10686 CoNnGrEs- 
SIONAL Recorp or JULY 29, 1953) 


In substance, Senator Hickenlooper stated : 


France uses its “so-called protectorate activities” to deprive United States 
citizens of the equality of treatment assured them by our treaty with the 
sovereign country of Morocco. The Senate has been fighting this since 1949. 
The so-called Connally amendment to the ECA Act of 1950 importuned the 
Department of State to assure our citizens equal treatment. But nothing was 
done by the Department. 

The amendment now proposed is substantially the same as one he proposed 
which became part of the Foreign Aid Appro priation Act for fiscal 1951. This 
passed the Senate by 43 votes to 29 with 37 present Members of the Senate voting 
for it. But “the State Department still refused to obey the mandate of the law.” 
The Department, without authority in his opinion, joined with France to place 
the matter before the International Court of Justice. The Court unanimously 
held that in Morocco France is defrauding United States citizens of their rights. 


48661—54——_29 
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But our State Department has done nothing about it. Now this question, about 
which a great many Senators were highly incensed, is up again. 

The effect of this amendment is to withhold funds “appropriated by this 
act” or counterpart funds “generated as a result of assistance under this act,” 
from any nation or dependent area which fails to provide equality of treatment 
between its own nationals and United States citizens, when such equality is re- 
quired by treaty 

The amendment was accepted by Senator Bridges as chairman of the Ap 
propriations Committee and passed the Senate. 

‘Loophole’ found in Senate proviso” 

When the conference report on this amendment was before the 
Senate, Senator Hickenlooper expressed concern that a conference 
language change might have weakened his amendment. ‘The con- 
ferees reassured him (p. 11249, Congressional Record August 3, 1953). 
However, the Paris daily, Le ] Monde, on August 9, announced that the 
Department of State would “limit the effect” of the amendment. 
(Seripps- Howard had said “our diplomats don’t know whether to 
obey Congress * * * or look for loophole.”) I have those two clip- 
pings here, and I would appreciate it if you would put them in the 
record at this point. 

Le Monde was right, because only $600,000, a totally ineffective 
amount, was withheld. 


“Minimum possible compliance ” 


Citing the language change, FOA General Counsel Wolf told me 
that FOA action was the minimum compliance mandatory under 
the amendment and that FOA had authority to withhold all coun- 
terpart funds if its Administrator so desired. 


“Payments continue as if no restriction had been passed” 

Recent FOA testimony to the House Foreign Affairs Committee 
hows France receiving about $400 million equivalent in counterpart, 
about $330 million is under an agreement concluded just about a 
month after the Senate restriction became law. I would appreciate 
your putting this FOA testimony in the record at this point. (Ex- 
cerpt from testimony of John E. Murphy, Controller, FOA, p. 280, 
House Foreign Relations Committee Hearings, Mutual Security. 


1954. ) 


“Ntate De partment re fuses even to ask tre aty com pliance Po 

Ever since the verdict I have asked the Department of State to take 
the usual first step toward requiring compliance—a diplomatic note 
asking for it. The half-billion dollars France ree eived on her promise 
to respect this verdict and other circumstances would make a forceful 
request hard to refuse. Mr. Byroade refuses this, considering it ask- 
ing “a pound of flesh.” He also stated it is not important enough to 
take up at the highest level, despite his knowledge of your efforts in 
this matter. 

Mr. Utter stated that he knew of 20 areas where discriminations 
are just as bad—saw no reason for singling out France for this one. 
The Department even paid France substantial residues of the fiscal 
1951 appropriation after the verdict. 


“French abuses flout international verdict” 


Meanwhile, the only gesture toward compliance is that the 1948 
embargo on United St: ites imports into Morocco, which the Court 
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outlawed, is replaced by a measure blocking funds from sales of our 
imports. Importers of French goods are free to use their funds to 
buy more French goods. Regulations still favor French investments 
and exports to France over similar transactions with the United States. 
No American has been compensated for losses caused by the 1948 
embargo or reimbursed for discriminatory customs charges, both of 
which the Court found illegal. French cartels still thrive; illegal 
customs practices continue. 

The Department admits that it has not instructed its diplomats to 
oppose these acts nor to protect American interests jeopardized 
damaged by them. Moroccan and French court verdicts and sen- 
tences against American have been handed down without United 
States official intervention. The Department, while refusing to act, 
admits that these actions are based on laws contrary to our treaties. 
French officials have threatened Americans with reprisals if they 
appeal to their Government. The French press has stated that. the 
present situation is entirely satisfactory to the State Department. 
These statements and threats have not been countered by the State 
Department. 

‘American Chamber of Commerce in Morocco succumbs to threats” 

This chamber’s membership is predominantly French. Neverthe- 
less, it demanded full treaty compliance and backed my efforts to ob- 
tain it until French officials threatened reprisals. Recently, since the 
chamber’s president was given participation in the controlled economy 
which we both condemned and certain Americans’ false declarations 
about exchange operations were winked at, this chamber oppost 
treaty compliance. Although it knows the causes, the Department 
uses the chamber’s changeover to disparage American interests in 
Morocco. It is true there are fewer complaints from Americans now 
because of fear of reprisals and because after 5 years many Americans 
feel that the French clique with State Department backing is unbeat 


able. 
“ 41] American interests merit protec tion” 

The Senate decided that rights of even a few Americans must be 
protected. Subsequently, many others, including labor, trade and 
veterans’ organizations have supported this principle. Most of these 
add that American labor, manufacture, finance, and trade must not 
be barred from Morocco as an outlet or source of materials. 

Communications from American Federation of Labor (national), American 
Legion (national), Commerce and Industry Association of New York, Textile 
Export Association of the United States, Textile Workers Union, CIO are filed 
with the committee. All express the foregoing point of view and insist on com 
plete treaty enforcement. 

“Compe tition is criterion for Moroccan treaty com pliance Pe 

Here is the nub of it all. Competition is required by compliance 
with these treaties. We have always talked about competition, and 
this is one place where it can be required. 

The chamber of commerce, before its change in policy, demanded 
this: that Morocco— 
assure the United States identical treatment with France in all economic mat- 
ters, so that an American in the United States wishing to buy, sell, or undertake 
other business in Morocco—whether personally, through an agent or by mail 
will enjoy the facilities which are extended to his French competitors in France 
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and will encounter no formality, hindrance or delay to which the latter are not 
subjected. 

That is a fair formula; it is the formula required by the treaty status 
as the International Court reaffirmed it; it is a formula that the De- 
partment of State avoids for some reason or other. 

I have heard a good deal of conversation about helping backward 
people. If United States investments could go into Morocco at the 
rates they are willing to take, with the assurance that this treaty status 
gives them, that competition with the prevailing 8 to 20 percent rates 
which French capital is getting, would do more for Morocco than any 
taxpayer’s gifts that we could possibly give them. 

“French re fuse even conversations” 

Mr. Byroade told the House Foreign Affairs Committee: 

“[Mr. Rodes’] position is that American businessmen are being discriminated 
against in Morocco, and I think that is true, In a legal sense, I think he has 
a point. The French put out rules which we said did not fulfill the Court’s 
decision. We maintain that position. We have attempted to reach a meeting 
of the mind with the French, so far without success. I am trying to get bilateral 
talks between us and the French to try to iron this matter out” (p. 234, House 
Hearings on Mutual Security, 1954). 

Senator Wiley, when you brought this to Secretary Acheson’s atten- 
tion early in 1949 he said that they were going to have conversations on 
it. We have been having conversations for 5 years. Those con- 
versations have been absolutely fruitless. The French now, appar- 
ently will not even have conversations. I have French clippings 
here in which they say negotiations are not necessary. 

French officials told Americans in January 1953, that conversations 
will take a long time and the French Government can afford to wait 
better than American businessmen—this is a matter of State Depart- 
ment record. That outrages many Americans, but it does not seem 
to bother anybody in the Department of State. 


“Department still seeks to supplant treaties with its own agreements” 

Mr. Byroade seems to object to measures which are right “in a legal 
sense” as he says. Yet the whole pretended reason for the suit was 
to determine the legal treaty status and apply it. The fact is that 
the judgment requires free economy to which the Department gives 
lip service, but which in practice it opposes. One recent Department 
memorandum states that the Department will not require enforcement 
because it gave its assent to controls which prevent free economy. The 
Senate voted that the Department lacked authority todo this. Senator 
Lucas, although supporting the Department, admitted to Senator 


Knowland that its position in this respect was untenable. Mr. Byroade 
does not agree. 


“Department neglects United States duty to Morocco” 

The United States won its case by showing that integration of 
Morocco’s economy with that of France and maintenance of French 
cartels harmed Morocco and violates her treaty status. We signed 
the treaty giving her that status. 

It is our own treaty obligation to see that Morocco, as well as we, 
benefit from this status. Failure in this is one more evidence of the 
Department’s “scrap of paper attitude” toward these treaties and its 
support of a corrupt colonialism, which, in my opinion, are major 
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causes of the present chaos which is making Morocco another Indo- 
china. 


we ‘onagre ssional re dy nee de d more than ever” 


Mr. Chairman, in 1950 you asked that an amendment to end what 
you called the Moroccan abuses be passed stating: 

To do otherwise would be to encourage other countries deliberately to break 
their treaties with the United States. 

That is all the more true now. Moreover, as the Appropriations 
Committee put it, the Morocco matter involves 

consideration whether will of Congress or the will of the Department of State 
will prevail. 

The Morocco case now stands as an argument that appeal from 
Department of State decisions is useless. I still have faith that the 
final outcome will serve as a lesson to officials on both sides of the 
Atlantic that law still prevails in the United States. 


LEGISLATIVE REMEDY REQUESTED 


I have a suggested amendment which I believe would remedy this situation 
at long last. I earnestly request that you add language to the Connally amend 
ment to make it mandatory, and to substitute the clear-cut criterion of treaty 
violation for the vague one of discrimination. 

Proposed amendment to section 113, subsection (n) of Economic Cooperation 
Act of 1948, as amended (sec. 104 (d) of Public Law 535, 81st Cong.) : “Pro- 
vided further, That if any participating country or any dependent area of such 
country shall (1) fail to comply with all terms of any treaty to which the United 
States and such country or dependent area are parties and which treaty has 
been reaffirmed by the International Court of Justice or (2) fail to justly and 
promptly compensate United’ States citizens for losses or damages resulting or 
having resulted from acts determined by the International Court of Justice to 
be contrary to such treaties, the Secretary of State shall promptly notify the 
Administrator of such failure and the Administrator shall take such action as 
he finds necessary to assure full compliance with such treaties and payment 
of such compensation; provided also that in implementing this amendment the 
Secretary of State and the Administrator shall deem that terms of the treaties 
in question have not been and may not be modified or waived by any executive 
act or diplomatic agreement.” 

I also respectfully request that in an appropriate place in your bill 
you direct the following: 

The restrictions on counterpart funds contained in section 105 of the Mutual 
Security Appropriation Act of 1954 shall apply to all counterpart funds not yet 
released, however such funds may have been, or hereafter shall be, generated. 

That would carry out what I believe was the Senate’s original intent 
with respect to such counterpart as is not already released. 

I hope also that your report will contain language making it clear 
that these treaties will be enforced with their terms remaining as the 
Senate ratified them and as the court reaffirmed them regardless of the 
certain officials’ well-known desire to substitute their own arrange- 
ments. : 

I have submitted an expanded statement and documentation of my 
remarks, which supports the statement I made here, and I would 
appreciate it if you would add them to this record. 

The Cuamrman. Senator Smith, any questions ? 

Senator Smirn. No questions. 

The Cuarrman. Thank you very much. 

Mr. Ropes. Thank you very much, sir. 
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(The documentation referred to is on file with the committee.) 
The Cuatrman. Mr. Francis T 
American Merchant Marine Institute. 


STATEMENT OF FRANCIS T. GREENE, EXECUTIVE VICE PRESIDENT, 


AMERICAN MERCHANT MARINE INSTITUTE 


Mr. Greener. Mr. Chairman, and members of the committee, 
name is Francis T 

The CuarrMan. 
are you’ [lis name is Theodore Francis Green. 

Mr. Greene. I have often wished that I could claim kinship with 
the distinguished Senator. Perhaps I might if I took it all the way 
back to Rhode Island as of about the time of the Revolution, but 1 
am afraid it is too remote for me legitimately to claim, much as I] 
would like to. 

In order to save the time of the committee, I ask leave to submit a 
statement on behalf of the American Merchant Marine Institute, the 
Association of American Ship Owners, and the Pacific American 
Steamship Association which, together, are composed of substantially 
the entire American-flag shipping industry of all categories. 


URGE RETENTION OF CARGO-PREFERENCE PROVISION IN MSP LEGISLATION 
We should like to submit a statement for the 1 


record urging the reten- 
tion in the 


1955 mutual security program legislation of a fair and 
reasonable cargo-preference provision, a provision along those lines 
being presently contained in section 809 of the proposed working 
draft of mutual security legislation, 1955, which we understand has 
been submitted and recommended by the executive branch of the Goy- 
ernment. 

Statutory provision of the carriage of an equitable proportion of 
American foreign-aid cargoes in American-flag ships, to the extent 
that they are av: ailable at fair and reasonable rates, is by now a well- 
established means of carrying out our traditional national shipping 
policy that the United States shall, and I quote, “have a merchant 
marine sufficient to carry a substantial portion of the waterborne 
export and import foreign commerce of the United States.” 


8. 3233 


The Senate on June 16, 1954, unanimously passed S. 3233 which was 
a bill to amend the Merchant Marine Act of 1936 so as to provide 
permanent legislation calling for the transportation of a substantial 
portion of waterborne cargoes in United States-flag vessels. How- 
ever, we are nevertheless submitting a statement in support of the 
merits of the provision. 

S. 3233, as just passed by the Senate, is, in essence, a restatement 
and codification of the salutary shipping provisions which have been 
enacted seven times by the Congress since the original Economic 
Cooperation Act of 1948, and which are likewise contained in section 
809 of the draft of proposed legislation which is now before you. 

We sincerely urge, on behalf ‘of the entire American- flag merchant 
marine, that vour committee will wisely see fit to retain in the 1955 
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mutual security legislation a shipping clause such as that recommended 
by the executive branch of the Government, and one which is wholly 
s . 9 


consistent with the unanimous action of the Senate in passing S. 3233 


last week. 

I am sincerely grateful on behalf of the entire industry for the op 
portunity of appearing before your committee, Mr. Chairman. 

The CHarMan. Any questions, Senator Smith ¢ 

Senator Smiru. No, no questions. 

The Cuarrman. Thank you very much, sir. 

Mr. Greener. Thank you, sir. 

(The prepared statement of Mr. Greene is as follows :) 


STATEMENT OF FR/.NCIS T. GREENE, ON BEHALF OF AMERICAN MERCHANT MARINI 
INSTITUTE, PACIPI¢ AMERICAN STEAMSHIP ASSOCIATION, AND ASSOCIATION OF 
AMERICAN SHIP OWNERS, BEFORE THE COMMITTEE ON FOREIGN RELATIONS, UNITED 
STATES SENATE, IN SUPPORT OF CARGO-PREFERENCE PROVISIONS, PROPOSED FOREIGN 


AID LEGISLATION, 1954 JUNE 22, 1954 


My name is Francis T. Greene, I am the executive vice president of the Ameri 
can Merchant Marine Institute, whose members comprise the majority of Ameri- 
can-flag operators in all categories of ocean shipping. 

In appearing here to state the need of the American shipping industry for a 
fair and reasonsble cargo preference for United States-flag vessels, | speak not 
only for the American Merchant Marine Institute, but also for Pacific American 
Steamship Association and the Association of American Ship Owners whose 
representatives, Messrs. Ralph B. Dewey and Hugh 8. Williamson, participated 
in the preparation of this statement. Together we represent substantially all 
of the American merchant marine. 

The proposed working draft of mutual security program legislation, 1955, is, I 
understand, one of the bases for the consideration of your committee. Section 
809 of this working draft provides : 

“Such steps as may be necessary shall be taken to assure, as far as practicable, 
that at least 50 per centum of the gross tonnage of commodities, materials, and 
equipment procured out of funds made available under sections 103, 105, 203, 302, 
401, 501, and 604 of this Act and transported to or from the United States on 
ocean vessels, computed separately for dry-bulk carriers, dry-cargo liner and 
tanker services and computed separately for sections 1083 and 105 (taken to- 
gether) and for sections 203, 302, 401, 501, and 604 (taken together), is so trans- 
ported on United States-flag commercial vessels, to the extent such vessels are 
available ac market rates for United States-flag commercial vessels; and, in the 
administration of this provision, steps shall be taken, insofar as practicable and 
consistent with the purposes of this Act, to secure a fair and reasonable participa- 
tion by United States-flag commercial vessels in cargoes by geographie area.” 

This committee of course realizes that it has been the unswerving national 
policy of the United States since as long ago as 1790 to maintain and promote 
a merchant marine adequate to meet the needs of our commerce and our national 
defense. In modern times the Merchant Marine Act of 1920 restated this policy 
as follows: 

“* * * the United States shall have a mechant marine of the best equipped 
and most suitable types of vessels sufficient to carry the greater portion of its 
commerce and serve as a naval or military auxiliary in time of war or national 
emergency, ultimately to be owned and operated privately by citizens of the 
United States.” 

Kight years later, this policy was again expressly confirmed by the Merchant 
Marine Act of 1928. In 1936, the Merchant Marine Act of that year, once more, 
reaffirmed this policy insisting that we 

“* * * shall have a merchant marine sufficient to carry * * a substantial 
portion of the waterborne export and import foreign commerce of the United 
States.” 

Finally, in 1946, faced with postwar conditions, the Congress, in the Merchant 
Ship Sales Act of that year, again restated this policy in identical words. 

A “substantial portion of the waterborne export and import foreign commerce 
of the United States” has been consistently interpreted to mean at least 50 per 
cent of our foreign commerce. Although the achievement of this objective has 
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had its ups and downs over the years our national shipping policy as such 
has been steadfastly followed by the Congress. It is, and must continue to be, 
the premise for our national planning in the merchant-marine field. 

In submitting draft legislation containing a standard 50-50 clause, the execu- 
tive branch is recognizing our national shipping policy and should be sup- 
ported in this recognition. The language of section 809 of the draft is lifted 
from section 111 (a) (2) of the ECA Act of 1948, as amended. Basically, simi 
lar cargo-preference legislation has been enacted by the Congress on at least 6 
different occasions since 1948. It is therefore apparent that inclusion of the 
so-called 50-50 provision in the 1954 foreign-aid bill represents no departure 
from policies established by Congress and accepted by the executive branch of 
the Government. As recently as May 3, 1954, the Under Secretary of Commerce 
for Transportation in a report on maritime affairs concluded : 

“The cargo-preference provisions of existing law should be continued in effect 
as a part of our national maritime policy.” 

Such a cargo-preference section, particularly under today's conditions of inter 
national trade, is vitally needed in order to give practical effect to President 
Risenhower’'s ringing statement in 1952 that 

“America’s industrial prosperity and military security both demand that we 
maintain a privately operated merchant marine adequate in size and of modern 
design to insure that our lines of supply for either peace or war will be safe. 

“IT consider the merchant marine to be our fourth arm of defense and vital 
to the stability and expansion of our foreign trade.” 

The American merchant marine is facing the stark realities of today’s condi- 
tions in United States international trade and trying to meet the intense com- 
petition of foreign-flag ships operating as they do at from one-quarter to one- 
sixth of the wage and other labor costs of our own ships. Ours is now a struggle 
for survival and with our success er failure rides the fate of the American ship- 
building industry. Today over 170 privately owned American ships are laid 
up for lack of cargoes. Ships which do sail move with only partial loads. 

Our shipyards, according to present indications, may well become empty of 
all construction within the next 12 months. The shipyard problem is part and 
parcel a reflection of the cargo problem. It can only be solved if cargoes from 
both Government and commercial sources move in American ships in such volume 
as both to keep existing vessels busy and to induce existing operators to go ahead 
with ship construction in American yards. 

The ship operating and ship construction industries are inseparably linked 
together as part of our logistical mobilization base. Defense Department wit- 
nesses have several times in this session of the Congress made this fact abun- 
dantly clear. 

As to our current operating status as a military auxiliary, defense authorities 
have time and again, within the last few months, testified as to the inadequacy 
of our shipping which they measure as being 214 ships short of immediate impact 
requirements. Secretary Weeks within the past 2 months has told a committee 
Congress. “weighed in terms of a war and national emergency, the merchant 
fleet is grossly inadequate.’ 

As to our shipyard potential, Admiral Leggett, Chief of the Bureau of Ships, 
stated on April 14 last, “A healthy private shipbuilding industry, which is a pri- 
mary concern of the Bureau of Ships, cannot be maintained by Navy shipbuild- 
ing programs alone. It is dependent also upon the existence of a healthy mer- 
chant marine which, in turn, depends upon our ability to compete successfully 
with the fleets of foreign nations.” This is the American shipbuilding industry 
which in World War II saved the free world by building 5,280 vessels to supply 
and just our Armed Forces but, to a greater extent, the entire economies and 
forces of our allies—allies who could produce not even 20 percent of our volume of 
shipbuilding. 

Finally, even the Staff Papers on Merchant Marine Policy of the Randall 
Commission conclude: 

“* * * While commercial considerations have been important in the develop- 
ment of a national shipping policy, it is fair to say that defense needs are the 
major guides to shipping policy today. 

“Our experience in two world wars and in the Korean conflict bears out the 
need for a shipping and shipbuilding potential as part of the defense establish- 
ment.” 

If shipping be chosen as a potential instrument for closing foreign nations’ 
dollar gap, these same staff papers state, “* * * it is obvious that shipping should 
not be looked upon as an easy way of rectifying foreign payments imbalances.” 
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The American merchant marine, which now carries only about 30 percent of 
our export and import trade, needs this legislation in order to maintain its pres 
ent capacity to serve the Nation. We would suggest further that the shipping 
section of the draft proposal be applied to all Government aid, not merely those 
sections specified in the present draft language. 

Finally, we must not forget that over 31 percent of our total exports last year 
resulted from United States grants and credits overseas. If Government aid 
continues and the American merchant marine is not given a fair share of these 
cargoes, it would be limited to competing for only that balance of our total 
trade comprised of commercial exports. Such a limitation would force our 
operating fleet to lay up even more of its ships and thus aggravate the national 
defense deficiency with which the Defense Department and Commerce Depart 
nent are so seriously concerned. Government-aid cargoes are not, in the final 
analysis, a windfall of trade to the producer and the ocean carrier. They are 
to a very large extent a Government substitute for the private, commercial car 
goes which would othe: jwise move in commercial cnannels financed by private 
eapital. 

Cargoes, not subsidies, are the prerequisite of the merchant marine of this or 
any other country. Our American merchant marine exists only to carry our car 
goes in our foreign trade in time of peace and to our troops in time of war. The 
only truly “direct” support for America’s merchant marine is and always will be 
cargoes and, without cargoes in time of peace, there can be no American ocean 
transport in time of war. 

The CHatrman. Andrews E. Rice, executive director, American 
Veterans Committee. You are testifying, as I understand it, particu- 
larly in relation to the provisions of technical assistance. Carry on, sir. 


STATEMENT OF ANDREW E. RICE, EXECUTIVE DIRECTOR, 
AMERICAN VETERANS COMMITTEE, INC. 


Mr. Rice. Mr. Chairman, my name is Andrew E. Rice; I represent 
the American Veterans Committee, AVC, and I appear before you 
today to express our support for the Mutual Security Act of 1954. 


AVC SUPPORTS MUTUAL SECURITY PROGRAM 


Veterans have—or should have—a very deep interest in American 
foreign policy. They know from personal experience what it means 
when war becomes the final and decisive instrument of national policy. 
We in AVC are proud that we fought for our country and for its 
democratic ideals in wars against fascism and communism. We want 
now to serve our country and its ideals in such a way that our children 
need not fight again on distant battlefields. That is why AVC sup- 
ports the mutual security program as a means of building the strength 
of the entire free world so that neither by direct aggression nor indirect 
subversion can communism spread its ugly poison. 


AID TO UNDERDEVELOPED COUNTRIES IS IMPORTANT 


I want to direct my brief remarks today to the problem of aid to the 
underdeveloped countries, not because we believe that this is a more 
important portion of the program than any other, but because we fear 
it is in danger of being overlooked at a time when a relatively small 
investment now may produc e big and lasting dividends over the years 
ahead. 

RISING AMERICAN STANDARD OF LIVING 


The fact is that, even at a time of great defense spending, the Ameri- 
can standard of living is steadily rising. Our own enormous produc- 
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tivity enables us to move rapidly ahead, ever increasing the gap be- 
tween ourselves and our less developed neighbors around the world. 
This is a sobering thought—for it is the inequities and hardships of life 
which give the false promises of communism their greatest appeal. 
Newly free people and governments are desperately eager to better 
their conditions of living. We believe that it is high time that the 
United States Government stopped telling the world that its military 
commitments are so enormous as to make impossible any substantial 
degree of economic aid to the underdeveloped countries. While we 
heartily endorse President Eisenhower's pledge to devote the released 
energies of America to the point 4 idea when and if disarmament is 
achieved, we do not believe that the choice must be between guns or 
aid. The proper approach must be guns and aid. 


SUPPORT PROGRAMS OF ECONOMIC DEVELOPMENT AND TECHNICAL 
ASSISTANCE 


There are two titles in the proposed legislation now before this com- 
mittee which deal exclusively with nonmilitary aid to underdeveloped 
countries. No layman is prepared to comment intelligently on the pre- 
cise figures to be authorized for each country or region. As far as 
they go, AVC strongly supports authorization for both economic de- 
velopment and technical cooperation. But the question remains: Do 
they go far enough ? 


COMMITTEE SHOULD ENDORSE CONTEMPLATED U.N, FUND FOR ECONOMIC 
DEVELOPMENT 


It seems to me that it is the duty of this committee to give most seri- 
ous consideration to endorsing proposals such as the contemplated 
special United Nations Fund for Ecconomic Development. This 
fund, already endorsed by almost all free underdeveloped countries, 
is itself only a modest beginning in making available a small portion of 
the comparatively enormous wealth of the advanced nations to the 
great, task of world development. 


UNITED STATES SHOULD REDOUBLE EFFORTS TO SHARE SKILL AND RESOURCES 


[ can think of no more vivid evidence of America’s dedication to 
the long-range peace and prosperity of all free peoples than for this 
committee—and this Congress—to state clearly that the United States 
will redouble its efforts to share its accumulated skill and resources 
with friendly countries round the world. 

The story of America’s achievement of political freedom has in- 
spired millions of people everywhere ; now we can give the same meas- 
ure of hope and confidence by contributing generously to their eco 
nomic development. 

Thank you very much, sir. 

The CuatrMan. Thank you, sir. 

Any questions, gentlemen ? 

Senator Green. I would like to ask a question. 

The CHarMan. Senator Green. 

Senator Green. In your statement I think you have used two 
terms, that should be developed a little bit. You say, “the strength of 
the entire free world.” What do you include in that ? 
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Mr. Rice. Theterm “free world,” sir? 

Senator Green. You state “the mutual security program as a 
means of building the strength of the entire free world.” 

Mr. Rice. I meanthe non-Communist. 

Senator GREEN. Whom do you exclude / 

Mr. Rice. I exclude the countries behind the Iron Curtain, the 
Soviet Union, its satelites, Communist China. 

Mr. GREEN. You include all the Reds? 

Mr. Rice. To include all the Reds. 


“OUR LESS DEVELOPED NEIGHBORS AROUND THE WORLD” 


Senator GREEN. Then you speak again about “our less developed 
neighbors around the world.” What cdo vou mean by our “neighbors 
around the world” ? 


Mr. Rice. It is a figure of speech indicating that this world has 
shrunk. 

Senator GREEN. Is that not a contradiction in terms? 

Mr. Rice. I, of course, meant our free neighbors in the free parts 
of the world. 

Senator Green. Then what do you exclude by that ¢ 


Mr. Rice. Again I exclude the unde rdeve loped countries, of which 
there are most of them in the Soviet sphere of influenc 

Senator Green. Well, is that as definite as you can be? 

Mr. Rice. China, ethers Korea, Soviet | nion, countries of 
Eastern Europe. 

Senator Green. Would it include Guatemala, for instance 

Mr. Rice. Depending on how the revolution turns out there, sir. 

Senator GREEN. Well, when we legislate, we should be rather defi 
nite. 

Mr. Rice. ] should think under the present rovernment of (r;uate 
mala it should not include Guatemala. ; 

Senator Green. You would be in favor of excluding them from 
this mutual aid program ? 

Mr. Rice. I should think under its present government; yes, sir. 

Senator Green. And as the governments change back and forth 
you would exclude or include them ? 
” Mr. Rice. I think we have to do that because I think we have to help 
promote democratic government. 

Senator Green. I was just trying to get your idea. Thank you. 

The CHatrMan. Wallace J. Campbell, director, the Cooperative 
League of United States of America. 


STATEMENT OF WALLACE J. CAMPBELL, DIRECTOR, WASHINGTON 
OFFICE, COOPERATIVE LEAGUE OF UNITED STATES OF AMERICA 


/ 


Mr. Camppeti. Mr. Chairman, if I may, I would like to present a 
full statement, but cut out certain sections at the back of the statement 
in order to save time for the committee. 

The Cuairman. Thank you, sir. 

Mr. CAMPBELL. We ap preciate the op portunity to present to the 
committee our views on the foreign economic aid program. 
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My name is Wallace J. Campbell. I am director of the Washington 
office of the Cooperative League of the United States of America, a 
federation of approximately 2 million dues-paying families who are 
members of consumer, service, and purchasing cooperatives. We also 
have in membership the Credit Union N: ational Association with 7 
million members in the United States, and the National Rural Electric 
Cooperative Association, with more than 3144 million members. 

The Cooperative League is one of the 27 national organizations 
which own the Cooperative for American Remittances Every where, 
better known as CARE. I served as chairman of the committee which 
organized CARE and have served as chairman of its executive com- 
mittee ever since. I mention this only to point out that our asso- 
ciation with CARE in its program now serving nearly 60 countries 
around the world has added to our experience and appreciation of 
America’s problem in the foreign field. 

I would like to interpolate also that we, in this demonstration, have 
proved that we not only come to the Congress to ask that things be 
done in the foreign field, but that we have put up money ourse Ives to 
aid in the foreign field. Through the cooperative program we put 
up $30,000 of the original three-quarters of a million dollars which 
were invested in CARE to get it going, and our people, together with 
other American citizens, have put more than $160 million into over- 


seas ald through CARE. 
SUPPORT FOR FOREIGN-AID PROGRAM 


We are here to testify in favor of continuing America’s foreign-aid 
program, in a somewhat modified form, and for increasing emph: isis 
upon technical assistance within that program. We further wish to 
lend our support to proposals which have been made to the two Houses 
of Congress for using a substantial part of the current agricultural 
surplus as part of a program for winning friendship for America and 
feeding the needy throughout the free world. We are happy to point 
out that last week the House adopted a comprehensive program for 
use of part of these $8 billion surpluses in practical international 
friendship. 

We understand that the administration has proposed an ete 
foreign-aid program of roughly $3.5 billion. This program of $3 
billion follows what has been generally accepted as a necessary part of 
our foreign policy. We look forward to the day when an easing of 
world tensions will make it possible to make substantial cuts, par- 
ticularly in the foreign-aid programs. Senator Flanders and others 
have already introduced very constructive legislation calling for uni- 
versal disarmament and the gradual liversion of our armament budget 
to assistance to the underdeveloped countries as rapidly as that be- 
comes feasible. Such a constructive program is an essential part of 
our long-run foreign policy. 

Our greatest immediate interest is in those sections of the overall 
program pertaining to technical cooperation, development assistance, 
and relief and rehabilitation. 


IMPORTANCE OF TECHNICAL AID PROGRAM 


The technical assistance program, as requested, would total $131.6 
million. This is a little over 3 percent of the total foreign aid budget. 
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Proposed in our considered judgment the technical assistance program 
is the most important long-run factor in the entire foreign-aid pro 
gram. It serves several important functions: First, it enables people 
in the underdeveloped countries to begin to help themselves through 
increased production. Second, it creates greater economic independ 
ence. Third, it generates a strong feeling of psychological independ 
ence and a close identity with the forces of freedom and democracy. 
Fourth, the technical assistance program has the additional merit 
that it is not a charity or a giveaway program, but brings immediate 
participation on the part of the peoples who are assisted and on the 
part of the participating governments of those countries. 


GREAT POPULAR SUPPORT FOR POINT IV 


The technical assistance program, conducted by the United States 
Government through the Foreign Operations Administration, is stim 
ulating ex xpenditures which run from a minimum of $3 for every 
American dollar expended in some countries, to as high as $21 per 
United States dollar invested in some of the Latin American coun 
tries where the technical assistance program is much older. As we 
have observed the reactions of our own members—farm and city 
people alike—there is a greater popular support for technical assist- 
ance, or point 4, than for any other sections of our foreign-aid 
program. 

The allocation of 306.4 million for development assistance, as we 
understand it, is designed to provide capital funds to facilitate self 
help projects in the countries which are receiving technical aid. That 
seems to be a reasonable figure and certainly has our support. The 
relief and rehabilitation job in Korea and elsewhere is of such magni 
tude that the proposed programs seem to us to be modest, indeed. 


RECOMMEND DEVELOPMENT OF COOPERATIVE CREDIT PROGRAMS 


We have 2 or 3 specific suggestions in connection with the technica] 
cooperation program. First, we feel it is not only important to pro 
vide people with technical know-how for increased production of 
foodstuffs. We need also to assist them in providing the economic 
machinery for continuing economic independe nee once it has been 
achieved. For this purpose we in the Cooperative League strongly 
recommend that, where feasible, cooperative credit programs be devel- 
oped, particularly in the field of agricultural production, but else- 
where as well. We feel that the experience in the United States where 
the farmer has learned to handle much of his own purchasing and 
marketing through cooperatives also provides a constructive pattern 
for use in the underdeveloped countries. We would, in other words, 
seek to encourage the development of democratic controlled coopera 
tive organizations, where feasible, to provide a continuing, program 
of self-help in these countries. 


WHEREVER FEASIBLE, TECHNICAL ASSISTANCE PROGRAMS SHOULD BE ON 
MULTILATERAL BASIS 


Another concrete suggestion is that wherever feasible the technical 
assistance programs be carried on in cooperation with other countries 
on a multilateral basis. There is added strength for international 
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cooperation and good will where the United States assists in the 
United Nations’ technical assistance programs. Representative Mer- 
row, who headed an intensive study of the specialized agencies in the 
United Nations, points out that in their technical assistance programs 
the United Nations Food and Agriculture Organization is devoted to 
the abolition of hunger, UN ESCO is designed to aid in the elimination 
of illiteracy, the Wor ld Health ¢ rganization is devoted to the elimina- 
tion of disease, and the International Labor Organization is designed 
to help eliminate poverty by raising living sté andards. These special- 
ized agencies of the United Nations have proved their practical worth 
and deserve our continued and expanded support. 


REPORT OF INTERNATIONAL DEVELOPMENT ADVISORY BOARD 


Our other suggestions in this field follow the thorough and plain- 
spoken report made by the International Development Advisory 
Board, headed by Eric Johnston. This Board pointed to the need 
for (1) providing separate identity for the technical assistance pro- 
gram where it would not be buried in a tremendous program involv- 
ing military and large-scale economic aid—it involves only about 3 
percent of the entire FOA program and should not be lost sight of; 
(2) that technical assistance be offered to underdeveloped countries 
without an obligatory tie-in with military assistance; (5) that private 
voluntary agencies be used where feasible to supplement the Govern- 
ment in technical assistance; and (4) that the technical assistance 
program be doubled in the next 5 years. 

We would like to suggest that in the planning of the technical- 
assistance program the United States Government and the U. N. 
agencies and voluntary agencies involved should have an opportunity 
to work out Y-, 3-, and 5-year programs rather than be bound to 
l-year budgets which provide severe handicaps in effective technical 
assistance. 

VOLUNTARY AGENCIES SHOULD BE USED MORE FULLY IN AIDING 
TECH NICAL-ASSISTANCE PROGRAMS 


The use of the land-grant colleges as contracting parties for carry- 
ing out technical assistance has worked out with considerable success. 
We feel, however, that the Foreign Operations Administration, and 
its predecessor, the Technical Cooperation Administration, have failed 
to make as full use as they could of such voluntary agencies as CARE, 
American Friends Service Committee, and other voluntary agencies 
which are well-equipped to assist in this important mission. 


OUR AGRICULTURAL SURPLUSES ARE A WORLD PROBLEM 


The question of our agricultural surpluses is only in part a domestic 
problem. It is in larger scope a world agricultural problem because 
the distribution of our agricultural surpluses could have a detrimental 
effect upon the agricultural economies of other countries throughout 
ihe free world. ‘The surplus is, in even a more vital sense, a problem 
of foreign affairs because Communists throughout the world are using 
the mere existence of the agricultural surplus in the United States as 
in excuse for telling people in other sections of the world that America 
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would rather see this food rot than to make it available to their star 
ing children. That, of course, is a lie; but lies are the stock-in-trade of 
the Communist International. 

Treated in proper perspective, the agricultural surplus is not a sur- 
plus in its truest sense. It is a substantial demonstration of the abil- 
ity of free peoples to provide adequately for themselves. ‘Treated as 
“plenty” rather than “surplus,” America’s stocks of food and fiber 
could very well be our most important single tool in constructing 
the economic basis for a world free of hunger, poverty, disease, and 
illiteracy. 

USES FOR AGRICULTURAL SURPLUSES 


The Cooperative League of the U. S. A. feels that America’s current 
agricultural surplus is a reserve we have built up out of our premiums 
on a program of insurance designed to create and preserve an abun- 
dance of food for American citizens. This reserve which is now avail- 
able beyond our immediate, foreseeable needs should be used in the fol- 
lowing fashion : 

1. Toenlarge the present school-lunch program. 

2. To increase the consumption and welfare of underprivileged 
American citizens, including an estimated 2.6 million aged persons on 
public-assistance rolls, 2 million dependent children on public-assist- 
ance rolls, 100,000 blind, 198,000 totally disabled receiving public as- 
sistance, and 594,000 persons receiving general relief assistance from 
State and local sources. 

3. We believe every effort should be made to increase sales of agri- 
cultural products abroad. 

t. The Cooperative League feels that in the field of foreign policy 
one of the most important steps which the United States Government 
could take would be to make available to voluntary agencies, such as 
CARE and religious organizations, very substantial parts of the 
available surplus to feed the hungry throughout the world. 


UNITED STATES VOLUNTARY AGENCIES CAN AID IN DISTRIBUTING 
SURPLUSES ABROAD 


By the use of such voluntary agencies we can achieve a maximum of 
good will for America because, through supervision of United States 
personnel employed by United States voluntary agencies, it is possible 
to supervise distribution of these surplus foodstuffs all the way to the 
consumer. It is not possible for United States Government employees 
to perform a similar role without creating the impression that Uncle 
Sam is interfering with the sovereignty of the recipient countries. 

Voluntary agencies such as CARE and others can make substan- 
tial savings in the costs of distribution of these surpluses because 
they will have the active and willing assistance of similar voluntary 
organizations in the recipient countries and can arrange for assistance 
from the governments of those recipient countries for substantial 
amounts of assistance in actual distribution of the foodstuffs. Actu- 
ally, CARE has found that the governments of countries which need 
those foodstuffs are willing and anxjous to help foot the bill, often 
for ocean freight as well as internal delivery costs, because this elim- 
inates any possible stigma of charity, gives the recipients a feeling they 
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are partners in a humanitarian undertaking rather than objects of 
charity, and contributes to that independence of spirit which we are 
seeking to strengthen throughout the free world. 

Another important advantage of distribution of these foodstuffs 
through voluntary agencies is that, properly placed and properly 
used, these foods can create an eventual new mar ket for American ag- 
ricultural products. Children in orphanages who never had milk 
before develop an appetite for and an appreciation of the value of 
dairy products, and in their later lives, once they are on their feet, 
are an active consumption factor, creating world demand which will 
benefit American agriculture. 

Voluntary U nited States agencies, by agreement with the recipient 
countries, can make sure that American foodstuffs are used in such a 
way that they do not interfere either with American markets or mar- 
kets of agriculture in the local country or in neighboring countries 
who formerly supplied their need. To be specific, CARE and the 
other agencies have performed these functions in several countries 
around the world. Distribution is restricted to refugee camps, hos- 
pitals, orphanages, and similar institutional groups which could not 
conceivably provide a cash market. for agricultural products at the 
present time. Furthermore, by agreements with the governments 
and institutions, such foodstuffs can be used to supplement what food 
is now available to them. United States citizens employed by the 
voluntary organizations can and have made very welcome inspections 
to see that this policy is carried out. 

The number of refugees in the Near East, India, Pakistan, areas of 
Latin America, and other parts of the world, could alone absorb a 
substantial part of the current available surplus. 


UNICEF COULD BE A RECIPIENT OF SURPLUSES 


All of us, as American citizens, have been very pleased with the con- 
erete accomplishments which are being made in our technical-assist- 
ance program, botlhi through United States agencies and through the 
United Nations specialized agencies. In the field of United Nations 
relief, the U. N. International Children’s Emergency Fund has made 
a substantial contribution and might very well be a recipient for agri- 
cultural commodities under certain conditions. The technical assist- 
ance program to date has been carried forward by governmental and 
intergovernmental bodies, but with a growing amount of participa- 
tion by voluntary agencies. We suggest that you explore the possibili- 
ties of allowing American voluntary agencies, such as CARE and 
others, to receive from the recipient governments in exchange for the 
services performed in the relief distribution programs, a certain per- 
centage of the world price of the commodities distributed, such funds 
to be used in those countries under agreements between the voluntary 
agencies and those governments for projects in the fields of medicine, 
sanitation, nutrition, education, agriculture, etc. Such a point 4 
program, paid for in large part out of agricultural surpluses, might 
very well create a new pattern for world peace and understanding. 

Assistant Secretary of Agriculture John H. Davis outlined to the 
House Agriculture Committee many of the steps which would need 
to be taken to permit and stimulate distribution of surplus foods over- 








MUTUAL SECURITY ACT OF 1954 459 


seas by voluntary agencies. We commend the Administration for 
these recommendations. We suggest in addition, that the require- 
ment that the Secretary can declare food stocks in surplus only where 
there is danger of spoil: ige should be eliminated or so modified that a 
maximum of existing surplus can be used in this program. 


ADDITIONAL AMOUNTS SHOULD BE AVAILABLE FOR “OVERSEAS FREIGHT” 


We suggest also, and I am sure this was the intention of the Assist- 
ant Secretary, that additional amounts be made avilable for the eur- 
rent and valuable “overseas freight” repayment program so that the 
Foreign Operations Administration can meet the costs of such trans 
portation out of available funds. The current ap propriation, as 
valuable as it has been to date, would be inadequate if the Congress 
should decide that this program merits substantial assistance. 


PRESIDENT SHOULD HAVE AUTIICRITY TO ENLARGE SURPLUS DISTRIBUTION 
PROGRAM 


While the administration’s recommendations on voluntary distribu 
tion abroad constitute a residual part of the program for distribution 
of surplus, we feel the President should have ample authority to 
enlarge this program to such an extent that the voluntary agencies 
could distribute a substantial portion of the existing surplus in a 
3-year program, the limit on such a program to be determined pri 
marily by the ability and the effectiveness of the voluntary agencies 
and the President's appraisal of comparative value of such a program 
with other on-going sections of these recommendations such as sales 
abroad and supplementary food distribution in the United States. 


A COUNTERPART FUND PROGRAM TO STIMULATE VOLUNTARY TECHNICAL 
ASSISTANCE 


The recommendations of the administration did not include pro- 
visions for the counterpart fund program to stimulate voluntary 
technical assistance. This would be a new type of program. We 
sincerely recommend that this receive your careful attention so that 
at least an experimental program in this respect can be undertaken 
this current year. 


CARE’S WORK 


You will notice that throughout our testimony we have spoken very 
highly of the work of CARE as one of the voluntary agencies whic h 
would be used in this program. The Cooperative League is proud to 
be one of the 27 national organizations which own and determine the 
basic policy for CARE. The other agencies include important farm, 
labor cooperative, religious, relief, and civic bodies, all having a com- 
mon interest in international friendship through relief and rehabili- 

tation. Murray Lincoln, who is President of the Cooperative League 
of the United States of America, has served as president of CARE 
since its inception. CARE has distributed more than $160 million 
worth of food and clothing in war-torn and underdeveloped areas of 
the world since the close of World War II, the actual cost of this 
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tremendous undertaking having been borne by the voluntary con- 
tributions of American citizens. 


TECHNICAL AND DEVELOPMENT ASSISTANCE PROGRAMS MUST CONTINUE 


We are very enthusiastic about the possibilities involved in the use 
of America’s agricultural surpluses as part of our foreign aid pro- 
gram. We should not let this blind us, however, to the necessity of 
continuing essential parts of our foreign aid program. Use of the 
food surpluses will not take the place of technical assistance and 
development assistance. It cannot replace these programs in creating 
the ability of people to do things for themselves, nor can it replace 
essential equipment—machinery, cement, steel, insecticides, medical 
equipment, and other items—which must supplement either food sur- 
pluses or technical aid. 

One final word. ‘There is often a tendency when we are dealing 
closely with international problems to allow a temporary circum- 
stance to distract us from the real objectives of our foreign-aid pro 
gram. Its primary purpose is to help strengthen the forces of democ- 
racy throughout the world. This is as much strengthening the hearts 
of men as it is providing them with food and substance. 


INDIA’S WELFARE IS UNITED STATES’ LONG-RANGE WELFARE 


In specific reference to India, although there may be criticism of the 
positions which have been taken by Prime Minister Nehru from time 
to time, we must remember he is a friend of democracy and the com- 
mon man and that regardless of political considerations, the hundreds 
of millions of people in India are still among the needy and are still 
among the peoples of the free world. Our long-range welfare is their 
welfare, and their welfare must continue to be our concern. 

I would just like to point out, if I may, that part of the income from 
surplus distributed abroad might very well be used to help a voluntary 
point 4 program in other sections of the world. 

We appreciate very much the opportunity to appear before your 
committee. 

The CuHarrman. Any questions? 

Mrs. Dorothy Norman. 


STATEMENT OF MRS. DOROTHY NORMAN, CHAIRMAN, CITIZENS 
COMMITTEE TO SUPPORT UNITED STATES AID TO INDIA 


Mrs. Norman. Thank you, Mr. Chairman, for this opportunity. I 
want to submit a memorandum here on the case for United States aid 
to India. 

Recently, a group of civic, welfare and church leaders got together, 
and— 

The CHatrmMan. Thisisa very lengthy statement. 

Mrs. Norman. I am not going to read that. 

The CHarrMan. We will place it on file. 

Mrs. Norman. Please, yes. 

(The document referred to is on file with the committee. ) 

The Cuarrman. We have another witness, and the time is flying. 

Mrs. Norman. Yes. 
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FORMATION OF COMMITTEE TO SUPPORT UNTITED STATES AID TO INDIA 


This group of church and other welfare and civic leaders formed a 
committee to support United States aid for India, because we were up- 
set by certain things that we had heard about the possibility of cur- 
tailing aid for India because of differences in foreign policy. 

Asa result, 1 think you will note that throughout the country num- 
bers of people are alarmed about this. I am sure that many of you 
are alarmed about it. 


QUESTION OF DIRECT AID OR LOANS TO INDIA 


Another thing that has come up is the possibility, as I understand 
it, that some of the aid for India may be put into the form of loans. 
Now, if that is to be done, I think the feeling of vast numbers of people 
in this country and, certainly, I think what happens in the rest of the 
world is of great importance also, 1 think that what is feared is that 
if there is a bitter, perhaps, debate on whether aid for India should 
be in the form of direct aid or loans, that this might cause a very 
sensitive situation again. 

I do not think anybody would be against putting some of the aid 
into the form of loans for those projects that might earn something 
versus the projects that would be small scale industry or farm develop 
ment. But the point is that speed of deve ‘lopment, obviously, is of 
the greatest importance, because the elections in India will be coming 
up not too far off, and I think we would all agree that present India 
is a force in favor of democracy, whatever slight and temporary dif- 
ferences of opinion that there may be. 

Now, in terms of the way in which the aid might be granted, and for 
what it might be granted, if there are questions, I have been in India, 
I have followed this c ‘losely ; I have worked with groups following it 
closely, and I would be very glad to discuss this if, by any chance, you 
would care to do so. But I do think that this committee, I think, is 
looked to by the American people to take the leadership in keeping 
the kind of somewhat irresponsible statements that have been made 
over a period of years, whether in connection with the wheat loan or 
since, denen the procommunism of Indian leaders, and so forth. 

In this memorandum there is a careful documentation of the ideolo 
gies involved, of the kind of things that are being done in India, of 
the interdependence of America and India. 

I would prefer to use the time in discussing what might be fruitful 
by way of the vast importance of doing the aid in the most construc- 
tive—giving the aid in the most constructive manner, whether in 
terms of direct aid or in terms of loans. 

The CHarrman. Any questions? 


INDIA HAS INDICATED A PREFERENCE FOR LOANS 


Senator SmirH. Are you aware of the fact that the Indians them- 
selves have indicated a preference for loans rather than direct aid? 

Mrs. Norman. Well, I think that the attitude is still flexible. I 
mean, there have been statements—I know that Nehru made a speech, 
and I know that there has been discussion about it from the point of 
view of not wishing to sacrifice any independence. I think there is an 
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enormous sensitivity, and I think that there is a feeling that it is 
possible that in order to keep complete independence and to be as 
self-sufficient as possible that it might be advisable to take some parts 
in the form of loans when it would come to developments that could 
earn back something. Of course, if we could be terribly constructive 
about it and see that the interest again would be used for constructive 
projects such as health and education, I think that might not be bad. 

| also think that if we do not do it in too excessive a time, I under- 
stand that the loan in India that has been floated has been successful, 
but interest has to be paid on that, and therefore the international 
bank, and I think anything that would cut down the viability of the 
economy would be dangerous. 

The Cuarrman. Thank you very much. 

The next witness is Raymond Wilson, legislative representative of 
the American Friends Service Committee. I have a note saying that 
you want about 5 minutes to make your statement. 

Mr. Winson. Or less, sir. 

The Cuarrman. We will give you five. 


STATEMENT OF E. RAYMOND WILSON, EXECUTIVE SECRETARY, 
FRIENDS COMMITTEE ON NATIONAL LEGISLATION 


Mr. Wirson. My name is E. Raymond Wilson; I am executive sec- 
retary of the Friends Committee on National Legislation. 


APPROPRIATION FOR OFFICE OF HIGH COMMISSIONER FOR REFUGEES 


I would like to appear, Mr. Chairman, in favor of several of the 


items of this bill, with the urgent request that your committee should 
approve those recommended appropriations in full. One would be 
the emergency fund for the U. N. Office of the High Commissioner for 
Refugees. This would be a new authorization since up until now the 
United States has not contributed to this emergency fund which is be- 
ing used for the care primarily of the refugees which were left over at 
the liquidation of the International Refugee Organiz: ation. 

The representatives of the American Friends Service C ommittee 
have been in touch with the Commissioner and the Deputy Commis- 
sioner. They believe that this request is fully justified, and that this 
appropriation would be very much in the interests of the American 
people and the American Government. 

‘The CHarrman. How much is being requested ¢ 

Mr. Witson. Approximately $500,000, I believe. 

The CHarrMan. Yes. 

Senator Smiru. Is Mr: Gibson the head of this organization ? 

Mr. Witson. Mr. Gibson is head of the Intergovernmental Commit- 
tee, is he not? It is a Dutchman, Mr. van Goodhart. That is the 
United Nations High Commissioner. 

So those are 2 separate funds and 2 separate programs. This fund 
goes mainly to the maintenance of these refugees as efforts are con- 
tinued to find permanent homes for them, and are not eligible, as I 
understand, for the other refugee programs in which the United States 
Government is participating and is interested. 
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APPROVAL FOR UNICF AND UNCHANGED MATCHING FORMULA 


The second is the United Nations Children’s Fund. You have al- 
ready had consolidated testimony this morning. We would merely 
add our urgent hope that this fund might be approved in full for the 
next 18 months, and the proposed matching principle of 60 percent 
should not be applied but that the full fund should be made available 
for this very important work. 


URGE GRADUAL EXPANSION OF U. N. TECH NICAL ASSISTANCE PROGRAM 


Third, the U. N. technical assistance program—these, I understand, 
are for the next 18 months. We would hope that it would be the pol- 
icy of this committee and the Congress to urge the gradual expansion 
of technical assistance through the United Nations since they are able 
to draw on a wide variety of experts, are able to go into countries where 
bilateral programs are and may find some psychological handicaps 
and where they will contribute cooperatively to the development of in- 
ternational efforts for he ‘Iping people help themselves. 

It would be helpful if funds like these could be planned over a longer 
period of time, and that programs could be undertaken on something 
more than a year-to-year basis. 


SUPPORT FOR AID TO REFUGEES AND RECONSTRUCTION OF KOREA 
Two other United Nations programs that have had the generous 


support of this committee have been the work for refugees in the 
Middle East and for the reconstruction of Korea. Again in these 


very great distressed areas our hope would be that these requests 
might be authorized in full. 


SUPPORT FOR AID TO INDIA 


Last, I would like to say a word in behalf of the point that Mrs. 
Norman was speaking about, aid for India. This great country has 
had only 7 years of independent existence under its own self-govern- 
ment. The policies of its government have been criticized some in 
the United States. 

I need not remind this Foreign Relations Committee that from the 
time of Washington’s emphasis on no entangling alliances until about 
1940 that the basic political and economic policy of our country was 
political and military neutrality. 

I think it would again be very much to the interest of the American 
people to stand with the Indians in their efforts to build a country 
which has the magnitude of the problems of a family, of reconstruc- 
a of education and sanitation. 

», Mr. Chairman, our appeal is particularly in behalf of the heal- 
ing "canatructive international efforts through the United Nations 
agencies that are a part of this bill, and our hope that this committee 
will be as generous as possible in carrying forward our share of this 
cooperative effort of the peoples of the world. 

Thank you very much, sir. 

The Cuatmrman. Thank you, sir. 

I have a letter from Mr. James G. Patton, president, National 
Farmers Union, which will be incorporated in the record. 








464 MUTUAL SECURITY ACT OF 1954 


(The letter submitted by James G. Patton is as follows :) 


May 4, 1954, 
Hon. ALEXANDER WILEY, 
Chairman, Senate Committee on Foreign Relations, 
United States Capitol, Washington, D.C. 

Dear SENATOR WiLkEY: United States agriculture, and indeed the entire econ- 
omy, possesses the productive capacity, and the American people have the heart 
and spirit, to lead a great international effort to greatly increase production 
efficiency and raise living standards, to promote widespread and rapid economic 
development, and to preserve and strengthen democratic and ethical ideals. 
The chosen instrument under present organization of the executive branch for 
this effort is the Foreign Operations Administration. 

Realizing that your committee now has before it the matter of extending this 
program, I suggest that you and other members of the committee may be inter- 
ested in reading the following paragraphs from the 1954-55 National Farmers 
Union program. These make up the democratically considered and determined 
policies, with respect to foreign policy, of National Farmers Union. The 1954 
o) program was adopted by the delegates to the national convention held 
recently in Denver, Colo. 

It is my thought that these paragraphs from the National Farmers Union 
program may indicate to you the major principles which this group of repre- 
sentative farm people thinks are of paramount importance with respect to the 
subjects now being considered by your committee. 


“WORLD AFFAIRS 


“Farmers Union will continue to strive for the earliest possible attainment of 
a democratic world brotherhood of nations living at peace with one another in 
a United Nations that derives its just governmental powers directly from the 
people of the world and that provides the basis and opportunity for constantly 
increased production and improved living standards. 

“The United States should give steadfast and increasing support to the 
United Nations as a place where differences between nations can be settled by 
democratic processes of conciliation, arbitration, and negotiation. We = shall 
vive full support to the rapid development of stronger international agencies 
and to democratic regional and functional groupings and unions of nations con 
sistent with the United Nations Charter and the Constitution of the United 
States. 


“UNITED STATES FOREIGN POLICY 


“The trend of world events has thrust the responsibility of world leadership 
on the United States. We reaffirm our support of United States efforts to 
assist in the expansion and strengthening of the productive capacity and living 
standards of democratic nations. We emphasize the great importance and de- 
cisive role that abundant United States food production can play in the imple- 
mentation of these policies. In many areas better nutrition for low-income 
people can be more potent than weapons of war. United States and United 
Nations programs of economic and technical assistance should be established 
separately from military programs. Until such time as a world brotherhood 
is fully established, we assert, also, the responsibility of a free democratic nation 
to protect itself and, through the United Nations, protect weaker nations against 


aggression. 


“EXPANDING ECONOMY OF ABUNDANCI 


“We assert our conviction that our aims and aspirations can only be attained 
in an expanding full-employment economy. 


“INTERN ATION AL 





FOOD AND RAW MATERIALS RESERVE 


“We urge establishment of an international agency to perform the following 
functions : 

“(a) Prevent extreme price fluctuations in the international markets for food 
and other raw materials and encourage expanding production in order to meet 
the world’s increasing foodstuff and other raw materials needs, both in terms 
of raising existing per person consumption and of future increased population ; 

“(b) Maintain gainful employment not only in agricultural production, but 
also in those industries supplying agriculture and engaged in the processing and 
distribution of agricultural products and other raw materials; 
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“(c) Absorb temporary market surpluses of food and other raw materials; 

“(d) Prevent famine and starvation; and 

“(e) Provide for a self-financing operation through the orderly international 
exchange of raw materials and through the development of an international 
program of loans for raw-material development, and for corollary economic 
development. 


“INTERNATIONAI OMMODITY AGREEMENTS 


“The International Raw Materials Reserve should be buttressed and coupled 
with additional international commodity agreements similar to the International 
Wheat Agreement. 

“We urge the extension of the International Wheat Agreement, when it ex 
pires, on a basis adapred to current conditions and related to an international 
farm parity index. 


“EXPANDED USE Ol ABUNDANT UNITED STATES FARM PRODUCTION FOR PROMOTION 
OF PEACT 


“We urge immediate steps by the United States to make fullest possible use 
of abundant United States farm production to further the aims of United States 
foreign policy through establishment in Foreign Operations Administration of a 
farm trading post to be used as the operating arm of the United States Govern 
ment to promote 

“(a) The sale, barter, or loan of United States farm commodities for dollars, 
local currencies, or other commodities at the world price or below or as a dona 
tion to friendly foreign nations and to friendly peoples to promote economic 
development, to relieve famine and other emergencies and to relieve starvation 
and nakedness. 

“(b) Foreign sale of exports at the world price through regular channels of 
trade, if possible, and preferably in connection with international commodity 
agreements. The difference between world price and the domestic support price 
would be made up by the United States Treasury, preferably by means of parity 
payments to producers, or if that is not done, through export subsidies.‘ 

“(e) Use donations of United States food to promote development of vocational 
training schools and other activities that will increase productive ability of the 
country involved. 

“(d) Use, to the fullest extent possible, the voluntary foreign relief organiza 
tions so that United States food will actually reach those who need it, rather 
than those who could purchase it normally. 


“SUPPLEMENTARY OR COMPETING IMPORTS OF FARM PRODUCTS 


“Respecting imports of farm commodities that compete with domestic farm 
production, we favor adoption of policies that will give United States consumers 
an adequate supply at a fair price, preferably in connection with negotiated 
international commodity agreements, with provision for protecting 100 percent 
parity returns to family farmers. If this cun be done in no better way, we shall 
support an automatic flexible tariff that will eliminate imports at prices less 
than 100 percent of parity. 


“COST TO BE CHARGED TO FOREIGN POLIC, 


“We are convinced that when American food and fiber are used to promote the 
aims of national policy, consumption expansion, civilian defense, national secu- 
rity or United States foreign policy, the costs of such programs should be charged 
to those appropriations and not to farmers and farm programs. 


“FOREIGN POLICY TO PROMOTE PERMANENT PEACI 


“There are today two major obstacles to the attainment of true world brother- 
hood and permanent peace. One is the continued existence throughout the world 
of colonialism and other uncorrected and indefensible evils which provide the 
seedbed for agitation, uprising, and revolt. The other is the fact that the rulers 
of the Soviet Union, instead of cooperating to end these conditions under free 
government, have revealed imperialistic world aims and a determination to exploit 
every wrong for their own imperialistic purposes. We must work to ease and 
ultimately to end starvation, exploitation, feudalism, dictatorships, bad land 
tenure systems, discrimination, and all other injustices and threats to world peace. 




































466 MUTUAL SECURITY ACT OF 1954 







“UNIVERAL DISARMAMENT 
“We are convinced that the United States, while assisting and encouraging 
development of free world defensive strength, should take world leadership in 
trying to work out a foolproof means to universal disarmament including definite 
assurance of being able to become forewarned of breaches of disarmament 
agreements. 


“INTERNATIONAL COURT 





OF JUSTICE 





AND POLICE 





FORCE 





“We favor participation of the United States in an international court with an 
international police force with sufficient power to prevent aggression and bring 
the aggressors to trial. 


“UNITED NATIONS 


“We urge full United States support of the United Nations and the specialized 
agencies such as the Food and Agricultural Organizations and World Health 
Organization. To that end we will support full appropriation of United States 
contributions to the support of these international agencies. 


“DEMOCRATIC WORLD ECONOMIC UNION 





























“Solution of the fundamental problems of our time requires the earliest possible 
establishment of an economic union of the democratic nations consistent with the 
United States Declaration of Independence and the Constitution and its Bill of 
Rights. Any nation that will accept democratic principles, conduct free demo- 
cratie elections, and abide by the laws enacted by the governing body of such a 
union should be eligible for membership. These laws would direct the adminis- 
trative agencies of the union to establish and carry out programs to vastly speed 
up economic development and improved productivity of human labor and land 
and water resources ; and to eliminate progress-retarding and opportunity-denying 
legal and institutional arrangements. 
‘ 


“ECONOMIC DEVELOPMENT 


“We reaffirm our support for United States efforts to assist in the development 
of a coordinated program of aid to relieve hunger and suffering, and for expansion 
and strengthening of the national economies of the democratic nations in ways 
that will not destroy the principle of self-determination of people. The United 
States should help these nations to develop economic conditions that will: 

“(a@) Create an international community of economic efforts for common pur- 
poses, avoiding the extremes of either forcing unwanted policies on others as a 
condition of our help, or of undertaking actions ourselves in the absence of 
appropriate efforts in the countries that participate ; 

““(b) Promote material well-being and allow employment, production, trade, 
and investment in ways that will enrich human life and eliminate economic 
weaknesses that threaten political stability and invite totalitarian imperialism ; 

“(c) Afford all democratic nations increasing opportunities for economic 
growth and improving standards of living in ways that will operate so that 
economic gains are distributed equitably within countries; and 

“(d) Attract peoples and governments toward the democratic system of 
political freedom. 

To attain these objectives we support continued international economic nego- 
tiation; increased United States contributions to the specialized agencies, such 
as the Food and Agriculture Organization, and expansion of United States for- 
eign economic assistance and of the program by which our advanced technologi- 
eal knowledge and farm know-how is made available to other nations to assist 
them to increase the efficiency of production and marketing and to improve their 
agricultural and land-tenure systems, eliminate colonialism, and reform economic 
and social structures. 


“INDUSTRIAL 





IMPORTS AND EXPORTS 


“We see no reason why other domestic producers of exported and imported 
commodities should not be accorded the same treatment we have recommended 
in the farm sphere. We feel that in certain instances, particularly in case of 
metals, minerals, petroleum and other irreplaceable natural resources, it would 
be better public policy for the Government to buy up and preserve the reserves 
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and capital investment of domestic private owners and allow imports to come in 
unrestricted. 


“UNITED STATES CUSTOMS SIMPLIFICATION AND EXTENSION OF RECIPROCAL TRADI 
AGREEMENTS ACT 


“We favor further simplification of customs procedures and negotiated tariff 
reduction consistent with the principles enumerated above 


“INTERNATIONAL FEDERATION OF AGRICULTURAL PRODUCERS 


“We support the continued membership of National Farmers Union in the In 
ternational Federation of Agricultural Producers, an international organization 
of national farm organizations.” 

I request that this letter be made a part of the record of your hearings on 
Foreign Operations Administration. 

Sincerely, 
JAMES G. PaTrTon, 
President, National Farmers Union. 


The Cuarmman. Also I have a statement from Mr. Russell Cole- 
man, president of the National Fertilizer Association, to be incor 
porated in the record. 

(‘The statement submitted by Russell Coleman is as follows :) 


THE NATIONAL FERTILIZER ASSOCIATION, IN( 
Washington 5, D. C., June 21, 1954. 
Hon. ALEXANDER WILEY, 
Chairman, Foreign Relations Committee, 
United States Senate, Washington 25, D. C. 

DEAR SENATOR WILEY: For some time our association has been interested in 
getting the Foreign Operations Administration to give the same consideration 
to American companies that they give to foreign competitors in purchasing 
fertilizers for the foreign-aid program. I am attaching hereto a statement con- 
cerning this matter which I hope you will eall to the attention of your com- 
mittee and include it in the records of the committee hearing on the Foreign 
Operations Administration program 

Sincerely yours, 
RUSSELL COLEMAN, President 


STATEMENT oF RUSSELL COLEMAN, PRESIDENT, THE NATIONAL FERTILIZER 
ASSOCIATION 


Large quantities of fertilizer have been purchased by the United States Gov 
ernment over the past few years for foreign-aid programs. As shown on the 
attached chart, United States produced fertilizers have supplied less than 14 
percent of the total purchases in the years 1951-53. Further, the percentage of 
purchases supplied by United States produced fertilizers has dropped from 
over 31 percent in 1951 to less than 8 percent in 1953. 

While this has occurred, the American fertilizer industry has been under- 
going a tremendous expansion as a result of Government-sponsored programs. 
Productive capacity has reached a point where curtailments of production 
have been forced in some plants by lack of markets. The industry is now 
threatened with shutdowns and unemployment in the coming year 

The situation has been complicated by a law requiring that 50 percent of 
materials purchased in the United States for foreign aid move in American 
bottoms (which carry higher freight rates). Thus United States produced fer- 
tilizers are at an additional competitive disadvantage pricewise with foreign- 
produced fertilizers which can move in foreign bottoms. The FOA has not seen 
fit to compensate for this price disadvantage in choosing their source of supply. 

Fertilizer manufacturers feel that they are being whipsawed on the one hand 
by a near exclusion from foreign-aid purchases and on the other by a Govern- 
ment drive to increase domestic fertilizer productive capacity. They feel they are 
fully justified in asking consideration from the FOA in the matter of purchases 
for foreign aid. 
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Legal opinions have been obtained from competent attorneys that FOA has 
authority to restrict purchases to domestically praduced fertilizers. Such 
restrictions have been applied to the purchase of other types of materials. 

The fertilizer chemicals, nitrogen, phosphorous, and potassium, are of stra 
tegic importance to the United States. On the one hand, they are the means 
by which farmers can cut their unit costs of production, increase their profits, 
and, in time of emergency, expand their production, as was done in World War 
Il. On the other hand, these chemicals are used in various types of explosives 
and other military necessities. 

From the strategic standpoint the current situation is not good. This country 
imports substantial quantities of fertilizer chemicals much of which would be 
cut off in time of war. Simultaneously, war would make it necessary to divert 
to the military substantial quantities of chemicals now used to produce farm 
fertilizers. The effect on farm production (25 pereent of which is now de 
pendent on fertilizer usage) of this double loss of fertilizer is readily apparent. 

l‘urther, there is grounds for doubting the wisdom of stimulating foreign 
production of fertilizer with United States dollars to a level for which sustained 
markets cannot be found. 


son shea A RA MON a We mt 


There is little doubt of the eventual domestic market for all the fertilizer that ‘ 
current and planned plant capacity can supply. But that appears several years 
away. What is now needed is a program for stimulating the use, foreign and 


domestic, of the products of the plants which have been and are being built as 
a result of Government programs. 

The result of current Government policies has been that neither the United 
States shipping industry nor the United States fertilizer industry has obtained a 
fair share of foreign-aid business. 

This association urges a revision in FOA policies to rectify this situation and 
recommends that this Committee instruct FOA to: 

(1) Place the United States fertilizer industry on a competitive basis with 
foreign companies insofar as any FOA purchases are concerned. 
(2) Take steps to assure American industry participates in FOA purchases. 


GOV'T. PURCHASES OF DOMESTIC FERTILIZER FOR 
FOREIGN AID PROGRAMS ARE DECLINING, ALTHOUGH 
U.S. FERTILIZER PRODUCTIVE CAPACITY IS INCREASING 
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FOA FERTILIZER PROCUREMENT PROGRAMS 


PERCENTAGE US. MANUFACTURERS’ PARTICIPATION IN 
EST. U.S. PRODUCTIVE CAPACITY ( MILLIONS OF TONS PLANT NUTRIENTS) 





195) 1952 1953 1954 


CHART FROM DATA COMPILED BY BDSA, US. DEPT OF COMMERCE 
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UNITED STATES PURCHASES OF FERTILIZER FOR FOREIGN-AID PROGRAMS 


Large quantities of fertilizer have been purchased by the United States Gov 


ernment over the past few years for foreign-aid programs Figures on the 
attached sheet show that United States produced fertilizers have supplied less 
than 14 percent of the total purchases in the years 1951-535. Further, the pet 


centage of purchases supplied by United States produced fertilizers has droppe 
from over $1 percent in 1951 to less than 8 percent in 1953. 


While this has been happening, the American fertilizer industry has been 
undergoing a tremendous expansion as a result of Government-sponsored pro 
grams. Productive capacity has reached a point where curtailments of pro 
duction have been forced in some plants by lack of markets The industry is now 
threatened with shutdowns and unemployment in the coming year 

The situation has been complicated by a law requiring that 50 percent of ma 
terials purchased in the United States for foreign aid move in American bot 
toms (which carry higher freight rates ) Thus United States-produced fer 
tilizers are at an additional competitive disadvantage pricewise with foreiz! 
produced fertilizers which can move in foreign bottoms. United States agencies 


have not seen fit or have not felt authorized to compensate for this price disad 
vantage in choosing their source of supply. 

On February 25, a group of United States fertilizer manufacturers met with 
representatives of the Department of Commerce and of the Foreign Operations 
Administration in an effort to iron out the difficulties. Fertilizer manufacturers 
stated that they were being whipsawed on the one hand by a near exclusion from 
foreign-aid purchases and on the other by a Government drive to increase 
domestic fertilizer productive capacity. They suggested that FOA restrict for 
eign aid purchases to American-produced material. 

Legal opinions have been obtained from competent attorneys that FOA has 
authority to restrict purchases to domestically produced fertilizers. Such re 
strictions have been applied to the purchase of other types of materials, coke 
being one example. 

It now appears that the purchase of large quantities of fertilizer from friendly 
countries is stimulating the expansion of their fertilizer industry to levels beyond 
their own needs and beyond the capacity for which sustained markets can be 
found. This would appear to be a disservice to our friends abroad in the long 
run. 

The result of the current Government policies has been that neither the United 
States shipping industry nor the United States fertilizer industry has obtained 
a fair share of foreign-aid business. These are essential industries. They should 
be sustained to the maximum degree so that they will be available in future 
time of need. 

The fertilizer industry urges that every possible effort be made to bring about 
an immediate discontinuance of the policies which react so unfavorably on the 
fertilizer and shipping industries of this country 

1. Do foreign fertilizer producers offer their products to the United States 
Government at prices lower than offered to their domestic markets? 

2. What percentage of foreign-aid fertilizer purchases has been supplied by 
United States produced fertilizers in the last 5 years? 


3. We understand that in the purchase of some materials, the source has been 
specified as United States. Why has this never been done with respect to 


fertilizer ? 

4. Has FOA tried to equalize the freight disadvantage suffered by United 
States produced fertilizer? 

The CHarrman. I have a number of other statements here that will 
be filed and incorporated in the record. They include those of Mr. 
D. T. Buckley, chairman of the government relations committee, Coal 
Exporters Association of the United States; Mr. George J. Hecht, 
chairman, the American Parents Committee: Mr. William R. Simone. 
president, American Chamber of Commerce in Morocco; the American 
Council of Voluntary Agencies for Foreign Services, Inc., in support 
of continuation of freight reimbursement facilities, including a copy 
of testimony presented May 24, 1954, to the House Foreign Affairs 
Committee; Mr. Bernard Weitzer, national legislative director, Jewish 
War Veterans of the United States of America: and Mr. John C 
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Baker, chairman of the United States Delegation to the 16th Session 
of the Economie and Social Council of the United Nations, Mrs. Eliz- 
abeth F. Heffelfinger, adviser to the chairman, and Irving Salomon, 
adviser to the chairman, have written a letter in support of the tech- 
nical assistance program of the United Nations. We have here also a 
statement by Mr. John S. Mears, administrative assistant, national 
economic commission, the American Legion, and by the Conference 
of American Maritime Unions. 
(The statements referred to are as follows :) 


STATEMENT OF JoHN S. MEARS, ADMINISTRATIVE ASSISTANT, NATIONAL Econom 
COMMISSION, THE AMERICAN LEGION 


Mr. Chairman and members of the committee, I wish to express my appreciation 
on behalf of the American Legion and myself for this opportunity of appearing 
before you to express certain views upon the legislation which is presently the 
subject of this committee’s consideration. 

The Mutual Security Act of 1952 which was the subject of consideration as 
H. R. 7005, and was subsequently passed as Public Law 400 of the 82d Congress, 
and the Mutual Security Act of 19538 which was Public Law 118 of the 838d Con- 
gress and which was H. R. 5710, both contained a requirement for the Mutual 
Security Agency, now the Foreign Operations Administration, to reduce per- 
sonnel by a certain amount during a certain period of time. The manner of 
effecting the reduction was not prescribed in any definite manner other than to 
say that “After the Director has determined the reduction to be effected in each 
agency under paragraph 2 the determination as to which individual employee 
shall be retained shall be made by the head of the agency concerned.” 

The agency heads and the Director immediately removed personnel from their 
positions with the agency without reference whatsoever to veterans’ preference 
and based their action upon the legal authority contained in the above-quoted 
wording as interpreted by them which amounts to a repeal by implication of the 
Veterans’ Preference Act. The American Legion received numerous complaints 
from veterans dismissed in this manner and in every instance the Civil Service 
Commission refused to accept an appeal since they apparently agreed with the 
interpretation placed upon the wording by the agency. 

One case Was subsequently taken to the United States District Court for the 
District of Columbia and has recently been decided, the holding of the court 
being that this wording does repeal the Veterans’ Preference Act by implication. 
In deciding such a legal question the intent of Congress is of primary importance. 
The court, in determining the intent of Congress, must rely upon any legislative 
history available, the judicial construction of the meaning of the words them- 
selves, and finally any arguments presented by opposing counsel. 

In the case mentioned the American Legion filed a brief as friend of the court 
and is quite naturally displeased with the decision rendered. Any further appeal 
of this case and its subsequent outcome, however, is not of primary importance 
at this time. It is referred to at this time in order that this committee may have 
the advantage of certain background material in making any decisions with 
reference to the mutual security program legislation for the fiscal year 1955. 

In House Report 1922 of the 82d Congress there was a statement to the effect 
that this particular wording had as its purpose to dismiss employees without 
reference to any existing reduction-in-force laws or regulations; however, the 
final phrase did not contain this language and the only particular wording left to 
raise the question was the word “determination.” Nevertheless, this legislative 
history contained in House Report 1922 of the 82d Congress was very damaging. 
The same wording was used in Public Law 118 of the 83d Congress: however, 
there is no legislative history that Congress had the same intent when enacting 
the same provision in the second law. The court, therefore, has decided that 
Congress by this legislation intended to repeal the Veterans’ Preference Act of 
19-44. 

As I said before, the Legion disagrees with this decision but what we are 
interested in here is not the outcome of one case but the fact that in the legis- 
lation being considered there be no intent to repeal the Veterans’ Preference Act. 
This committee fully realizes that the wording referred to is not the only state- 
ment which could accomplish this purpose but that a myriad of words or phrases 
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could possibly be interpreted to accomplish the same result and that the recorded 
intent of Congress in the reports and statements made concerning any item of 
legislation which makes up the legislative history are of primary importance 
and that the American Legion is deeply concerned as to whether or not it is 
the intent of Congress to repeal the Veterans’ Preference Act, 

I do not wish to burden the record with an analysis of all of the sections of 
the proposed legislation ; however, keeping in mind the fact that such a purpose 
can be accomplished by almost any statement, I would like to point out that 
certain parts of title LX could very easily be used as authority to circumvent 
veterans’ preference. This is especially true when the administrative official 
is prone to do so. When, in any particular instance, the legal interpretation by 
the agency is finally determined to be right or wrong, the individuals involved 
suffer great hardships since the administrative and legal processes more slowly 
and very often a period of time in excess of a year elapses before the final deter- 
mination can be reached. 

It is also interesting to note that the legislation and agency concerned here is 
not the sole instance where it is alleged the Veterans’ Preference Act has been 
repealed by implication. To sum up then, I would like to point out to this com- 
mittee that the American Legion is deeply concerned over the various interpre- 
tations given certain sections of legislation wherein it is determined it was in- 
tended to repeal the Veterans’ Preference Act by implication, especially when 
the principle being repealed is of such long standing. It is inconceivable that 
such a principle which has existed for almost 100 years in this country would 
be repealed in such a manner and that if such is the intent of any legislation 
it should be so stated, or if it is not the intent, that also should be stated. 

I wish to thank you for your courtesy in extending me the opportunity to pre- 
sent the views of the American Legion on this question. 


—_—— 


STATEMENT OF D. T. BuCKLEY, CHAIRMAN, GOVERNMENT RELATIONS COMMITTEF, 
Coat EXporRTERS ASSOCIATION OF THE UNITED STATES, INC, 


My name is Daniel T. Buckley. I am assistant to the president of Castner, 
Curran & Bullitt, Inc., with offices located at 60 East 42d Street, New York City. 
I am appearing in behalf of the Coal Exporters Association of the United States, 
Inc., in support of the request of the Foreign Operations Administration for 
the fiscal year ending June 30, 1955, which is presently being considered by your 
committee. Each year since the beginning of the Foreign Aid Assistance Act 
of 1948, we have appeared in support of the Administration’s request for funds. 
Since appearing before your committee a year ago, the situation with respect to 
production of coal in the United Kingdom and Europe indicates a slight decline 
in the calendar year 1953 as compared with the calendar year 1952, although in 
the case of Germany the annual production increased approximately 1 million 
metric tons. France shows a decline of approximately 3 million metric tons. 
The overall situation with respect to Europe has been influenced in part by some 
decline in their industrial activity during the calendar year 1953 which caused a 
decrease in demand for coal during the year as compared with 1952. 

Exhibit 1, attached hereto, covers the coal production by countries on the 
Continent and the United Kingdom for the years 1945 to 1953, inclusive. It is 
evident that these countries have not been losing ground and have been able 
to take care of the greater part of their industrial demand; and it is a source 
of satisfaction to the Coal Exporters Association that forecasts which it made 
several years ago with respect to future production of coal, both on the Continent 
and in Great Britain, reflects a substantial increase since the calendar year 
1949, and indicates an increase of some 40 million tons, when we compare the 
ealendar vear 1953 with the calendar year 1949. 

Due to the influence of foreign-aid legislation and the help that has been given 
by the United States to the OFEC countries, European consumption of coal has 
continued to increase and the importation of coal from the United States has 
leveled off to the extent that most of the coal moving overseas to the OEEC 
countries during the calendar year 1953 was of the better quality coking, gas, 
and metallurgical coals, which are in short supply in Europe, rather than the 
steam coal that Europe imported several years ago. 

Exhibit No. 2 captioned, “United States Overseas Exports of Bituminous Coal 
by Continental Groups, Years 1946-53, and Comparison Between January, 
February, March, April 1953 and 1954,” sets forth the overseas exports of 
bituminous coal from the United States to the various countries of the world. 
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This table reflects a reduction in shipments to Europe of approximately 12 
million net tons in the calendar year 1953 as compared with the calendar year 
1952 

The comparison between the first quarter of 19538 and the first quarter of 1954 
ndicates that export movement to Europe has been stabilized as it represents 
coal of a coking, gas, and metallurgical quality. However, you will note that 
the movement of coal to other countries of the world has been quite substantial 
and the shipments to Asiatic countries are presently running at a rate of 
approximately 2,500,000 tons a year. 

It is expected that exports of coal to all countries of the world will be approxi- 
mately 15 million net tons for the year 1954 which will represent an increase of 
approximately 8 percent as compared with 1953. 

Exhibit No. 3, captioned “United States Overseas Exports of Bituminous Coal 

y Countries of Destination and Continental Groups,” sets forth the overseas 
exports of bifuminous coal by countries of destination and continental groups 
for the first four months of 1954 as compared with the first 4 months of 1953, 
ind is self-explanatory. 

\s an indication of the improving domestic economy in Europe your com- 
mittee will be interested in knowing that while 8% million tons of coal was 
exported to Europe last year, which coal had a total value of some “74 million, 
the dollars advanced by FOA for the purchase of coai was only $18,500,000. In 
other words, $56 million of the total cost f. o. b. United States loading piers was 
paid for with free dollars by the European countries. This indicates a remark- 
able improvement in the overall financial position because in addition to the 
amount set forth, these countries were compelled to pay transportation charges 
on this tonnage which would approximate another $40 million to $50 million. 
These payments were made at no cost to the American taxpayer. 

We reiterate the position that has been taken by us in the past, that the vast 
expenditures of United States dollars that have been made over the past several 
years and which have resulted in a material improvement in the domestic 
economy of Europe, have been justified by the results achieved by these coun- 
tries, not only in increased production of coal, but a marked financial improve 
ment in their domestic economy, so that they are financially able to purchase the 
better quality American coals at a reasonable price level. We, in the coal 
industry, know this has materially benefited the various European countries. 

We are hopeful that this improvement in Europe will continue and that our 
country, Which has an ample supply of the coking, gas, and metallurgical coals, 
Which are in short supply throughout the world today, can serve as a con 
tinuous supplier in the future. This is most encouraging to our American coal 
ndustry because it reflects the ability of our country to produce on relatively 
short notice increased tonnages that are so urgently needed in the world markets 
today. 

The only shortage of coal in Europe today is in the better quality gas, coking, 
and metallurgical coals which are so urgently needed for the vitally important 
steel industry, and the United States is the only country able to satisfy this de- 
ticit in production. There is a continuing demand for the shipment of American 
coal overseas, the best evidence of which is that we as coal exporters believe 
our overall exports of coal throughout the world during the present calendar 
year will be approximately 15 million tons. 

Exhibit No. 4 sets forth single-trip vessel rates on coal from Atlantic ports to 
selected European destinations by months from January 1951 to June 1954, in- 
clusive. This indicates a substantial reduction in water transportaiton rates 
since January 1951, which has enabled the European coal consumer to purchase 
coal at a substantially lower cost. This has had a very definite effect on the 
European economy because it has resulted in the production of coke and gas and 
generation of power at a much lower cost, resulting in substantial savings to the 
consumer. 

The continued reduction in the price of United States coal f. o. b. loading port 
in the United States, and the reduced cost of vessel transportation combined 
have enabled American coal of the better quality to be delivered in Europe at 
lower prices than coal from either the Ruhr or the United Kingdom. This of 
itself is the best indication of the continuing efficiency of the American coal 
producer. However, we must give full recognition to the fact that the mining 
conditions in Europe are most difficult. The seams of coal are very thin and 
their depth underground sometimes runs as much as 3,000 feet. All of these 
factors make it most difficult to adapt the older-type mines to modern mechanized 
methods, and with improvement in the wage scales in the various countries, has 
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resuited in much higher cost at the mines, which as stated, is no reflection on the 
producer of coal in those countries on the continent or the United Kingdom be- 
cause we in the American coal industry understand the great handicaps under 
which they labor, and we do believe that by being able to supply the world con 
sumer with our top quality of American coal we are performing a real service 
and once again are continuing to act as the coal mine of the world when it comes 
to producing coal of better quality. 

While the Coal Exporters Association supports, unequivocally, the administra 
tion in its present request for $3,497 million, we feel impelled to observe that there 
have been some matters in the past year that we think require more sympathetic 
consideration on the part of the administration as they relate to the expenditure 
of FOA. funds for coal throughout the world 

At the present time the countries receiving economic aid for the purchase of 
American coals are Italy, Greece, Yugoslavia, and Korea, and in addition to coal 
Yugoslavia also purchases coke. The dollars are allotted by the FOA by what 
is known as a procurement authorization and such authorization indicates 
dollar allotment approved by the Agency, and the country from which the coal 
should be purchased. 

The bituminous coal industry has found itself in a very depressed condition 
during the past year by reason of excessive imports of residual fuel oil and a 
general decline in industrial activity resulting in substantial surpluses of coal 
and considerable unemployment in coal mines throughout the United States 

We have on many occasions during the past vear requested the FOA, when it 
issues dollars for the procurement of coal, designate the United States as the 
sole source of supply. This has not been done bacause in many instances, par 
ticularly as they relate to the shipment of bituminous coal to the Far East, the 
United States coal producer is forced into competition with countries whose labor 
standards are materially lower than those in the United States, and this does not 
permit the American coal producer to compete on a fair basis 

The President, in his message to Congress on the extension of the Reciprocal 
Trade Agreements Act, stated that while he was not in sympathy with the “Buy 
American” legislation, he, the President, must recognize the fact that “persistent 
and substantial unemployment in any industry must be given consideration when 
United States Government funds are used for the purpose of procuring any 
commodity” and we have respectfully pointed this out to Governor Stassen 
Director of FOA, as a justification for the FOA to give the bituminous coal 
industry in this country the tonnage, for which dollars have been allotted, required 
by those countries presently receiving economic aid from the United States 

We have not been successful in getting the FOA to restrict the purchase of 
solid fuels from the United States producer, and we are forced to compete with 
many countries whose living standards are much lower than those of the 
United States, which results in unfair competition and resultant loss of tonnage 
to our industry. 

We believe that the present law gives the Director of FOA, Governor Stassen, 
authority to provide for the disposition of funds for the purchase of American 
coal when coal is required by those countries who are presently receiving ec 
nomic aid. However, until the present time the policy of FOA has been to 
designate many countries as a source of supply which results in a loss of tonnage 
that is sorely needed by our industry today 

The Coal Exporters Association during the past year has endeavored in every 
Way to cooperate with the Department of State and the FOA in carrying out 
the purposes of the Foreign Aid Assistance Act of 1953. However, we do think 
that your committee should recognize the fact that we have some very real 
problems; and while it is true we have continued to export throughout the 
world and have been able to compete with the various countries that have ex 
ported coal, it is most significant that the only place where we have been unable 
to compete is when procurement authorizations are issued designating other 
countries as a source of supply. Our criticism is directed to the fact that at the 
present time due to the failure of Congress to appropriate sufficient money for 
the staffing of the Coal Section of FOA, it is impossible for the American coal 
exporter to know when tonnage is awarded to a foreign country, be it coal or 
coke, or whether this is done in consonance with the principles of fair competi 
tion, namely, whether our coal delivered at destination is at lower cost per 
million B. t. u. as compared with the foreign coal that is purchased with Amer 
ican dollars. I take the liberty of quoting from a letter received by Mr. F. F. 
Estes, executive secretary of the Coal Exporters Association from FOA, which 
reads as follows: 








474 MUTUAL SECURITY ACT OF 1954 


“I assume your statement with respect to the analysis of bids, etc., taking 
into account quality and performance, stems in part from a feeling that the pro- 
visions of regulation I with respect to purchases transacted under FOA pro- 
curement authorizations, applies more rigidly to American suppliers than to 
foreign suppliers. It is true that the Agency is not at this time reviewing each 
individual transaction—due in main to staff limitations. We are, however, con- 
sistent with available personnel, performing this analysis to the best of our 
ability, and I wish to assure you that the rules are applied with the same degree 
of force to offshore purchases as to purchases from the United States. In addi- 
tion, such purchases as are made from offshore sources receive an additional 
review, designed to insure that the materials supplied could not be supplied 
more economically from the United States.” 

We believe that it is not fair to the personnel of the F¢ JA for Congress to 
limit its appropriation to such an extent that the conditions set forth above 
exist, and we know that it is most unfair to the American exporters of solid fuel. 

In conclusion, we express our wholehearted support of the administration’s 
request for $3,497 million and we believe that it should be left to the discretion 
of the President of the United States and Governor Stassen to determine in 
what manner these funds should be allocated consistent with the foreign policy 
of our country. 


EXHIBIT 1.—Historical survey of coal production 


[Million metric tons} 








| 
1945 1947 1948 | 1949 1950 1951 1952 1953 
7 | 

United Kingdom 185. 7 200. 6 212.7 218. 6 219.8 | 226.5 230. 1 227.8 
Western Germany 35. 5 71.1 87.0 103. 2 110.8 118.9 123.3 124.5 
Franes 33.3 45.2 13.3 51.2 52.0] 54.4 57.4 54. 5 
Belgium 15.8 24.4 26.7 27.9 | ‘ 29. 7 30.3 30. 1 
Netherlands 5.1 10. 1 11.0 11.7 12.4 12.6 12.8 
Italy 8 1.2 1.1 1.1 1.2 1.1 1.4 
Portugal 4 4 1 4 
weden 4 3 3 2 1.0 1.0 1.0 
Ireland 2 2 2 2 
French North Africa 3 5 5 6 6 7 \ 
Saar 3.5 10.5 12.6 14.3 16.3 16.1 16.4 

otal 281.0 364. 5 395. 7 429.4 439.9 461.0 472. 6 469.3 


Source: From reports of the Organization for European Economic Cooperation and the United States 
Bureau of Mines. 


EXHIBIT 2.—United States ove rseas exports of bituminous coal, by continental 
groups, years 1946-53, and comparison between January-April, 1953 and 1954 


[Net tons] 














North 
na SS 
Period Gnaee caleeies Europe Asia Oceania Africa Total 
America 
Year 
1946 415, 400 1, 722, 600 | 16, 074, 200 20T, 500 877, 700 19, 328, 900 
1947 4, 866, 300 | 36, 703. 200 311, 000 f 2, 057, 400 42, 818, 800 
1948 1, 867, 100 | 16, 092. 800 765, 200 26, 200 960, 700 20, 087, 400 
1949 818, 700 8, 681, 800 1, 395, 100 88, 600 611, 800 11, 744, 300 
1950 109, 600 1, 303, 100 794, 000 147, 200 105, 400 2, 459, 300 
1951 138,100 | 3,016, 200 | 27, 925 1, 889, 200 11, 200 918, 300 | 33, 898, 500 
1952 111, 700 2, 275, 100 | 20, 676, 500 3, 052, 100 29, 100 541, 100 26, 685, 600 
1953 113, 761 1, 746, 982 8, 311, 620 3, 915, 073 | 53,692 | 14,176, 128 
January-April 1953 14, 212 529, 342 2, 840, 893 1, 393, 184 | } 22, 276 | 4, 829, 907 
January-April 1954 39, 019 423,463 | 2 772. 289 836, 907 | | 10,633 | 4, 082, 304 
| | 


! Excludes Canada. 


Source: U, S. Department of Interior, Bureau of Mines, 
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ExuHtnit 3.—United States overseas exports of bituminous coal, by countries of 
destination and continental groups 


[Net tons] 














| January-April | January-April 
Country of destination TT Country of destination —_— 
| 1954 1953 1954 1953 
NORTH AND CENTRAL } EUROPE—continued | 
AMERICA | 
ON. bBo cab cviiichbcc. . § Germany (West 454, 330 | 1, 336, 916 
Bermuda ik hatbnenbwso sei 865 Greece... 5, 596 |. 
British Honduras 15 || Italy... 836, 854 662, 044 
Costa Rica.....-.. i a 10 Netherlands 695,708 | 129, 698 
Cuba.._-- ews bead 15, 521 16,378 || Norway 40, 592 
Dominican Republic - ------- 5 Portugal > 498 
E) Salvador --...-. ‘ j 45 Spain , 52,003 |_. 
Guatemala. ..-..... a 80 60 || Sweden 101, 752 40, 912 
Honduras. ........- : 65 Switzerland 10, 602 33, 221 
DER... cndctbahiate te 3, 938 3, 959 Free Territory of Trieste 108, 273 40, 111 
Mexico. ..-..- Sacimmtwe inet 16, 914 16, 431 Yugoslavia 181, 128 174, 644 
Nicaragua J Siemnionitpecsiiels ° 12 - 
Trinidad and Tobago...-.-- 2, 566 6, 362 NE. ccesodt 2, 772, 282 | 2, 840, 893 
ee a 39, 019 44, 212 ASTA 
= > — = || Indonesia > 10, 382 
SOUTH AMERICA Israel : 2 1, 290 
Japan wit 835, 617 | 1,375, 
CO a 8, 795 143, 321 Pakistan 
i ienatinbbnhecaha dows ‘ 10, 939 || Thailand 
) ER es icndwowwall Mi) OOn 256, 428 - - 
Cina cukae ie Se eS 83, 837 Total ‘ 4 836, 907 | 1, 393, 184 
ae ee Gilde 5 : = = 
Surinam (Netherlands AFRICA 
Guiana) - - 4,413 
Uruguay. -.. axe bineiatia 19, 744 34, 795 Belgian Congo ae 22, 276 
VOOR Sn ccidietea stint we thll 17 Egypt... ; é 10, 633 ‘ 
| ORE Te Se Oe ee 423, 463 529, 342 Total iibeRainntiet 10, 633 22, 276 
EUROPE Undesignated ............... 1, 060 . 
Austria. re és --| 143,188 55, 720 = SS 
Belgium and Luxembourg..-- 91, 656 45, 655 Total exports, bitumi- 
DOREE iit. cntblsds cao 46, 565 |. nous coal. .../4, 083, 364 | 4,829, 907 
SS ees ae 4, 035 321, 474 


Source: U. S. Bureau of Mines. 


48661—54——_31 
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ExuHrsit No. 4.—Single trip vessel rates on coal from Atlantic ports, by months 
from January 1951 to June 1954 


[Per gross ton] 














| 
Discharge Bordeaux- Discharge | Savona, Discharge 
| Rotterdam | rate Dunkirk rate | Genoa, rate 
| (tons) | range | (tons) | Naples | (tons) 
| | } 
1951 | | | 
Jan. 15 | oe $10. 25-$11. 00 | 2,500 | $11. 50-$12. 00 1,000 | $11. 25-$11. 75 2, 000 
Feb, 13_- | 13. 00- 13. 50 2, 500 13. 75— 14. 25 1, 000 | 13. 50- 14. 00 2, 000 
Mar. 19 13. 50- 14.00 | 2, 500 | 14. 50 | 1, 000 | 13. 25- 13.75 2, 000 
Apr. 16... -| 13. 00— 13. 50 | 2, 500 | 14. 00 | 1, 000 | 13. 25- 13. 75 2, 000 
May 21. 12. 50- 12. 75 | 2, 500 13. 50 1, 000 13. 50- 14.00 2, 000 
June 18_. 11. 50- 12. 25 | 2, 500 12. 00- 13.00 1, 500 } 12. 50- 13. 00 2, 000 
July 16 i 10. 25~ 10.75 | 2, 500 11. 75 | 1,500 | 11.10 11.50 2, 000 
[SPREE | 11. 75- 13.00 | 2, 500 | 13. 50 | 1, 500 | 13. 00 2, 000 
Sept. 17 -| 10. 50- 11. 25 2, 500 | 13. 00 | 1, 500 13. 00 2, 000 
Oct. 15 10. 50- 11. 25 | 2, 500 | 12. 00 1, 500 13. 00 2, 000 
Nov. 13 | 10. 50- 11.25 | 2, 500 | 12. 00 | 1, 500 | 13. 00 2, 000 
Dec. 24... naan 10. 50- 11. 25 2, 500 | 12. 00 1, 500 | 11. 70- 12. 50 2, 000 
1952 
Jan. 14 oe 10. 50— 11. 25 | 2, 500 12. 00 | 1, 500 11. 70— 12. 50 | 2, 000 
Feb. 18__. 9.00- 9. 50 2, 500 10. 50- 11. 00 | 1,500 | 10. 50- 11.20 2, 000 
Mar. 17 6.75- 7.25 | 2, 500 7.25- 8.00 1, 500 5. 25- 9.00 2, 000 
Apr. 14... | 6. 50- 7.00 2, 500 7.00- 7.75 | 1, 500 | 8.00- 8.75 2, 000 
May 19. os | 7.00- 7.50 2, 500 | 7.75- 8.25 | 1, 500 | 7.75- 8.25 2, 000 
June 16_. | 4.50- 5.00 2, 500 5.00- 5.25 | 1, 500 | 6.25- 6.75 2, 000 
July 14 | 4.00—- 4.50 2, 500 4.50- 4.75 | 1, 500 | 5.50- 6.00 2, 000 
Aug. 18 | 3.50- 4.00 2, 500 4.00- 4.25 1, 500 4.75- 56.25 2, 000 
Sept. 15 3. 50- 4.00 | 2,500} 4.00- 4.25 | 1,500} 4 75- 5.25] 2, 000 
ay. | 4.25- 4.75 2, 500 4.75- 5.25 | 1, 500 5.25- 5.75 2, 000 
Nov. 17 ; | 4.50- 4.85 | 2, 500 | 4.75- 5.25 | 1, 500 | 5.00- 5. 50 | 2, 000 
Dec. 22. 4.40- 4.75 | 2, 500 4.65- 5.15 | 1, 500 5.00- 5.50 2, 000 
1958 | } | 
Jan. 19 Fae 4.25- 4.60 2, 500 | 4.50- 5.00 | 1, 500 5.00- 5.50 | 2, 000 
Feb. 16_...- 4.25- 4.60 2, 500 | 4.50- 5.00 | 1, 500 5.00- 5.50 | 2, 000 
Mar. 16. 4.65- 5.15 2, 500 | 4.90- 5.40 1, 500 5. 15-5. 65 | 2, 000 
Apr. 20... 5.00- 5.25 2, 500 5.25- 5.75 | 1, 500 | 5.75- 6.00 2, 000 
May 25. 4.55- 4.80 2, 500 | 4.80- 5.30 | 1, 500 5.30- 5.55 | 2, 000 
June 22_- 4.15- 4.40 | 2, 500 | 4.55- 5.05 | 1, 500 5.05- 5.30 | 2, 000 
July 20 3.90- 4.15 | 2, 500 4.30- 4.80 | 1, 500 4.60- 4.90 2, 000 
Aug. 17... 3.90- 4.15 | 3, 000 | 4.30- 4.80 | 1, 500 4.20- 4,45 3, 000 
Sept. 14 3.60- 3.90 | 3, 000 | 4.10- 4.50 | 1, 500 4.20- 4.45 3, 000 
is i ecccsnenneiev 4.15- 4.45 | 3, 000 | 4.65- 5.05 1, 500 4.75- 5.00 3, 000 
Nov. 16 4.15- 4.45 | 3, 000 4.65- 5.05 1, 500 4.75- 5.00} 3, 000 
Dee, 14... 4.00- 4.30 3, 000 4.50- 4.90 1, 500 4.50- 4.7 3, 000 
| | | 
1954 | 
Jan. 18 nde 3.85- 4.15 3, 000 4.35- 4.75 | 1, 500 | 4.35- 4.60 3, 000 
Feb. 15 vids wade 4.30- 4.60 | 3, 000 | 4.80- 5.20 | 1, 500 4.90- 5.15 3, 000 
BER. Bccscasse : 4.50- 4.80 3, 000 5.00- 5.40) 1, 500 5.20- 5.45 3, 000 
MD. Dikdccnwsnns 4.50- 4.80 | 3, 000 | 5. 25 | 1, 500 5.00- 5.25 3, 000 
May 17. esha 4.25- 4.50 3, 000 5. 25 1, 500 4.75- 5.00 3, 000 
June 14----- -.-|  4.40- 4.65 | 3, 000 | 5. 40 | 1,500} 4.90 5.15 3, 000 
| ' 





Source: From reports of W. W. Battie & Co., Inc., Coal Trade Freight Report. 





Tue AMERICAN PARENTS COMMITTEE, INC., 
Washington, D. C., June 25, 1954. 
Hon, ALEXANDER WILEY, 
Chairman, Senate Foreign Relations Committee, 
The Capitol, Washington, D. C. 

Dear Sir: The American Parents Committee, of which I am chairman, has 
joined in a consolidated statement in support of the United Nations Childrens 
Fund given on June 22 by Mrs. Gray. In addition I appreciate this opportunity 
to add my personal endorsement of UNICEF, and to enter a plea that it be given 
a full authorization of $13,500,000 for 18 months without a rigid administrative 
formula. 

I have always been a supporter of UNICEF but my comprehension of what it 
is doing for the health and welfare of millions of children was most inadequate 
until I traveled around the world and saw with my own eyes some of the work 
going on under its banner. The relief it brings to children suffering from dread 
disease, its mass efforts to immunize other children from such disease, and its 
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rescue of children starving for lack of body-building food, are in themselves 
great humanitarian acts. In the light of history they may also prove to have 
tipped the scales in favor of the kind of government that places such value on 
human life and human freedoms. 

As a result of what I saw on that trip I wrote the enclosed article for Parents’ 
Magazine entitled “UNICEF—the Greatest Child Welfare Effort of All Times.” 
I would be happy to have this article used in whatever way your committee 
would consider most useful. It expresses my deep belief in UNICEF and my 
hope for its continued support by the United States. 


Cordially, 





GeorcE J. HecurT, 
Publisher, Parents’ Magazine, 
Chairman, The American Parents Committee. 


AMERICAN CHAMBER OF COMMERCE OF MoROcCO, 
New York, N. Y., May 21, 1954. 
Hon, ALEXANDER WILEY, 
Chairman, Senate Committee on Foreign Relations, 
Washington, D. 0. 


DEAR SENATOR WILEY: I have just spent several days in Washington where I 
had the opportunity of discussing the problems of American businessmen in 
Morocco with several Members of Congress. Unfortunately, because of my 
limited stay, I was unable to speak with you. 

Enclosed is a report I have prepared on American-Moroccan trade difficulties. 
It is my thought that you may wish to have it inserted in the record if this sub- 
ject arises, as it has in the past, in connection with hearings before the Com- 
mittee on Foreign Relations. It was my hope that my visit would coincide with 
such hearings. That has not worked out, and I must return to my business in 
Casablanca. 

I am extremely anxious, however, that the opinions of the American Chamber 
of Commerce in Morocco on these problems be brought to the attention of the 
Committee on Foreign Relations. The enclosed report points out that American 
businessmen in Morocco do not support most of the information which has 
previously been given to your committee, and which, because of distance from 
Morocco, has gone unanswered by American businessmen living in Morocco. 

If you require any further information on this problem, I shall be pleased 
to send it to you. 

Sincerely yours, 
WILLIAM R. SIMONE, 
President, American Chamber of Commerce of Morocco. 





STATEMENT OF WILLIAM SIMONE, PRESIDENT OF THE AMERICAN CHAMBER OF 
COMMERCE IN Morocco, ON Moroccan TRADE DIFFICULTIES 


My name is William Simone, and I am president of the American Chamber of 
Commerce in Morocco. I am an American citizen, and I live and have my 
business in Casablanca. 

As president of the American Chamber of Commerce in Morocco, I should like 
to present an American businessman’s views on some of the problems which are 
causing difficulties between the United States and France. In this connection, I 
want to state that I possess credentials from the American Chamber of Commerce 
which entitle me to speak with full authority on this subject in behalf of the 
members of the chamber. 

At the very heart of American and French difficulties lies the question of 
exchange controls. Now, your theorists will argue that the question is whether 
or not the American businessman should be subjected to it. That is undoubtedly 
a valid question, but I submit that it is one for the lawyers and abstract 
thinkers—not for the businessman. As a businessman I am subject to it. So 
my big question is—how does it affect me? 

While it is probably true that exchange controls have been detrimental to the 
interests of some, it is also true that American businessmen doing business in 
Morocco have been able to live with exchange controls and in some cases have 
actually benefited from their existence. This may seem paradoxical, but may I 
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explain. Americans in Morocco do not have to declare their assets abroad. 
This means that many French distributors use the services of Americans to make 
payments in the United States for material and merchandise they desire to im- 
port. The American businessman usually charges 6 percent for this service, and 
it is a good source of revenue which, were it not for exchange controls, 
would be unavailable to him. The recent decrease in business in Morocco is not 
due to French restrictions but rather to the fact that imports have in many 
fields reached a saturation point and that there is in Morocco a definite political 
and economic crisis. But if anyone placed an order with me for any type of 
goods and for any amount, large or small in the United States, I would make 
the purchase and would import into Morocco as I have often done during the 
past 6 years. 

So, while I certainly am not pleading that everything about exchange controls 
is good, I do believe that they are an economic reality in Morocco today, and 
insofar as Americans are concerned, their application has not been overly burden- 
some. The French have not enforced these controls as rigidly as they might 
have done; as a matter of fact, they have shown leniency, especially toward 
American businessmen doing business in Morocco. 

It will be noted that my presentation is certainly somewhat different from 
what you have heard from Mr. Robert BE. Rodes, who has been lobbying for years 
on this question under the guise of helping the American exporter in the United 
States of America and American businessmen in Morocco. I should like to point 
out, however, that I am in business in Morocco and so are the people whom I 
represent. I have been asked time and again by everyone, in Morocco and in 
the United States of America, who Robert BE. Rodes actually represents and who 
finances his expensive activities. I do not know. I have been asked why Robert 
BE. Rodes is so set on creating further dissension between the American and French 
Governments and people. I, like everybody else, do not know. What I do know is 
that insofar as the chamber is concerned, the membership is eager to see Franco- 
American dissensions in Morocco settled through friendly conversations and 
mutual understanding. 

Now it may appear that I am sacrificing principle for profit, and Mr. Rodes 
has accused me of just that. This is not true. As a professional businessman 
dong business abroad, I have to take a long look at things. We Americans in 
Casablanca now feel that a thoroughgoing application of The Hague decision as 
Rodes interprets it would spell economic chaos and bankruptcy, not only for the 
French but for the Americans in Morocco as well. 

It is true that there are restrictions on the import of certain commodities, such 
as flour, oil, and sugar, which might be considered a violation of United States 
treaty rights if you were to push the commercial rights established by the Act of 
Algeciras in 1906 to their limit. But Mr. Rodes simply ignores the possible 
economic ills which might result from pushing these old treaty rights to their 
extreme in matters of import and exchange control. 

Let me offer an example. Unlimited importations of textiles and used clothing 
have caused a serious glut in the Moroccan textile market. Conditions have 
become so bad that approximately 2,000 out of 7,000 Moroccan textile workers 
have been laid off. This alone is bad enough, but there are several thousand 
people dependent upon these unemployed wage earners. It should be pointed 
out that what hurts these wage earners also eventually hurts the American 
businessman in Morocco. The same sort of circumstances also apply to other 
local industries. 

We of the chamber of commerce feel that punitive action taken against the 
French will in the long run do just as much harm to American interests in 
Morocco as to the French. We have been established in Morocco for many years; 
some of us own apartment houses, villas, garages, warehouses, etc. We do not 
wish to lose these things, and we do not feel that Mr. Rhodes’ approach to the 
problem will help us to keep them. In my opinion and that of the American 
chamber more can be accomplished through friendly relations with the French 
than through the drastic measures which he advocates. The attitude of the 
chamber toward protectorate officials, for example, has made it possible for the 
latter to be reasonable in the application of exchange controls, to turn down 
propositions for requiring importers to post 25 percent guaranties on their mer- 
chandise pending proof that the proceeds of sales have been invested in the 
franc zone, and to keep the door open to American used clothing and textiles. 

We of the chamber also feel strongly that we should keep away from all political 
matters and particularly from interfering in Franco-Moroccan problems. In 
making a statement some months ago to the correspondent of the Spanish news- 
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paper Arriba, Mr. Rodes openly took a stand against France on a purely political 
matter. We feel that such political activity by an American only complicates 
further a situation calculated to encourage disorder and bloodshed in Morocco 
where we and our families live. 

We of the American Chamber of Commerce try to look further than today or 
tomorrow. We think of the American bases in Morocco. We think of the pres- 
ent critical international situation and we feel that it is important to reen- 
force rather than weaken the traditional friendship between the United States 
and France at this time. We do not approve of all that is done in Morocco, but 
we feel that such problems as we have may be best resolved through the main- 
tenance of friendly relations which our chamber enjoys with French Protectorate 
officials rather than resorting to methods which can only embitter the attitude 
of the French toward us and transform into hostility the understanding which 
they have shown toward American residents in Morocco in the past. 

The chamber therefore opposes unequivocally the pressure methods endorsed 
by Mr. Rodes and believes that they would not only fail to protect American 
business interests in Morocco but would actually harm them. 





AMERICAN COUNCIL OF VOLUNTARY AGENCIES FOR FOREIGN SERVICE, INC. 
New York, N. Y., June 8, 1954. 
Hon. ALEXANDER WILEY, 
Chairman, Senate Foreign Relations Committee, 
United States Senate, Washington, D.C. 

DEAR SENATOR WILEY: In your letter to me of March 2, 1954, you kindly in- 
formed me that you had brought to the attention of the Senate (March 1 issue 
of Congressional Record) the full text of my letter to you of February 26, 1954, 
concerning the importance to the voluntary agencies of Government freight re- 
imbursement facilities which measurably enhance the ability of the agencies to 
help meet human needs throught the world and thereby create good will and 
friendship for America. 

Since I understand that your committee is now considering proposed new 
foreign aid legislation which includes provision for continuation of these freight 
reimbursement facilities, I am taking the liberty of enclosing herewith five copies 
of a statement presented May 21 to the chairman of the House Foreign Affairs 
Committee by Dr. Fairfield, our honorary chairman, 

While this statement relates principally to the provisions for payment of volun- 
tary agency ocean freight costs in section 705 of the Proposed Working Draft of 
Mutual Security Program Legislation 1955, there is attached to this statement a 
copy of testimony presented April 30 by Dr. Fairfield to the House Committee 
on Agriculture concerning the. related question of surplus commodity disposal, 
which I believe is also of interest to your committee. 

If you feel that it would be desirable a representative of this organization 
would of course be glad to appear in person before your committee to present oral 
testimony or answer any questions. 

Sincerely yours, 
A. W. PATTERSON, 
Chairman, Shipping and Purchasing Committee. 


STATEMENT FOR HoUSE COMMITTEE ON FOREIGN AFFAIRS 


(By Wynn C. Fairfield, Honorary Chairman American Council of Voluntary 
Agencies for Foreign Service) 


May 24, 1954. 


Mr. Chairman and gentlemen of the committee, my name is Wynn C. Fairfield, 
of New York City. 

I am honorary chairman of the American Council of Voluntary Agencies for 
Foreign Service, Inc. I also happen to be executive director of the Department 
of Church World Service of the National Council of Churches of Christ in the 
United States of America, a member agency of the American Council. Other 
of our member agencies include: War Relief Services of the National Catholic 
Welfare Conference, the American Jewish Joint Distribution Committee, Lu- 
theran World Relief, the American Friends Service Committee, CARE, and 
many others. It is my privilege to present this statement on behalf of the 
member agencies of the American Council, which during the postwar years 
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have been shipping material relief supplies to people in need in devastated 
areas all over the world. A detailed description of the work of the agencies, 
giving typical examples of some of their programs, was incorporated in testi- 
mony which I gave on behalf of the American Council before the House and 
Senate Agriculture Committees last month in hearings on surplus commodities 
disposal. A copy of our testimony to the House Agriculture Committee, April 
30, including the American Council position paper, is attached hereto as part 
of this statement. 

Since the end of World War II these agencies have shipped many millions of 
pounds of clothing, bedding, medicines, food, and equipment contributed by the 
American people in every State of the Union, and surplus commodities, gen- 
erously given by our Government, to desperately needy people of Europe, the 
Middle East, Asia, and other areas. The agencies represent tens of millions of 
United States citizens who year after year have contributed, even to the point 
of sacrifice, generous supplies of material aid and money as tangible evidence 
of their deeply felt concern for fellow human beings in need. Motivated by hu- 
manitarian and religious principles, these Americans, through their agencies, 
have brought life and renewed hope to the dispossessed and the uprooted and 
have carried seeds of peace into the most troubled and necessitous areas of the 
free world. Distribution of material relief has been made on the basis of need 
alone, without reference to creed or other factors. 

The voluntary agencies wish to take this opportunity, as they have had the 
privilege to do before, to express to the Congress as well as to the executive 
branch of their Government their deep appreciation for the large quantities of 
surplus commodities which have been placed at their disposal for appropriate 
distribution abroad. They also express their appreciation for the reimburse- 
ment by the Government of ocean freight charges incurred in transportation of 
material relief goods. Assistance of the Government has been of tremendous 
value in this area of their work ; and without this assistance the amount of relief 
materials which the agencies could have sent would have been cut by many 
millions of pounds. 

The voluntary agencies strongly endorse the provisions of section 705 of the 
proposed working draft of the mutual security program legislation 1955. These 
provisions include (@) appropriation of not to exceed $4,400,000 to pay ocean 
freight charges on relief shipments by American voluntary agencies in fiscal year 
1955; (0) use of additional funds made available under the act, in amounts to 
be determined by the President, to pay ocean freight charges on shipments of 
surplus agricultural commodities; and (c) making arrangements with receiving 
couuiites for duty-free entry and payment of inland freight by those countries. 

In support of our endorsement of these provisions, we submit the following 
considerations : 

1. The voluntary agencies have year-round programs for the collection of 
clothing, food, and medical supplies for overseas relief, in addition to the 
surplus commodities currently being made available for supplemental distri- 
bution overseas. The agencies must finance these programs themselves, paying 
inland freight costs in the United States, insurance and processing costs. Funds 
for these costs, which annually run into millions of dollars, must be obtained 
from private citizens. The securing of such funds is increasingly difficult at the 
same time that the need for such material aid overseas is still of critical 
importance in many areas. The provision of ocean transportation supplied by 
Government, therefore, actually multiplies the amount of such food and clothing 
which can be accepted for shipment. 

2. For the calendar year 1953, the voluntary agencies shipped food, clothing, 
medicines, and hospital equipment having a total dollar value of $82,196,984, to 
over 50 countries of the world. Included in this were shipments of surplus 
commodities donated to the voluntary agencies by the United States Government, 
having a dollar value of $31,363,208. In addition to this the voluntary agencies 
remitted sums of money in support of their overseas programs totaling nearly 
$281, million. This multimillion-dollar investment in the welfare of people 
around the world and in the promotion of peace and good will, would have 
been very much less, as I stated earlier, if the comparatively small investment 
of the United States Government in payment of ocean-freight costs on a major 
part of these supplies had not been made available. 

3. The estimated weight of relief supplies which the agencies will have shipped 
to ocean-freight reimbursable countries by the close of fiscal year 1954 is in excess 
of 200 million pounds, shipped at a cost of over $4 million in ocean freight. 
These countries include: Austria, France, Germany, Greece, Iran, Italy, Leba- 
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non, Trieste, Yugoslavia, Formosa, India, and Pakistan. The agencies ship 
smaller amounts of supplies, paying the ocean-freight costs themselves, to many 
other areas of the world where the need is great. Appeals for shipments of 
food and clothing are coming increasingly to the voluntary agencies from Korea,* 
Jordan, Hong Kong, Indochina, Japan, and many other areas in Africa, Latin 
America, etc. These appeals make insistent demands upon the budgets of the 
agencies. It is reasonable to expect that, without allowing for a possible 
expanded surplus-commodities disposal program, the normal volume of voluntary 
agency shipments in fiscal year 1955 will be at least as large as for fiscal year 
1954. 

The voluntary agencies, and their constituencies, firmly believe that enactment 
of the provisions of section 705 of the working draft of the mutual-security 
program legislation 1955 will significantly enhance the great humanitarian effort 
of the American people through their voluntary agencies. That this effort has 
real importance in gaining good will and friendship for America throughout the 
world is attested to by the countless evidences of gratitude received through our 
overseas workers from recipient individuals and institutions to whom the 
American origin of the goods is well known. 


TESTIMONY BEFORE THE HOUSE COMMITTEE ON AGRICULTURE 


(By Wynn C. Fairfield, honorary chairman, American Council of Voluntary 
Agencies for Foreign Service) 
Aprit 30, 1954. 


Mr. Chairman and gentlemen of the committee, my name is Wynn C, Fair- 
field of New York City. I am apeparing here as honorary chairman of the 
American Council of Voluntary Agencies for Foreign Service, and representing 
that organization. I happen to be also executive director of the Department of 
Church World Service of the National Council of the Churches of Christ in 
U. 8S. A. I am accompanied by Mr. A. W. Patterson of the American Friends 
service committee, who serves as chairman of the committee on shipping and pur- 
chasing of the American council; and in the audience by Miss Eileen Egan of 
War Relief Services—National Catholic Welfare Conference, and Miss Char- 
lotte E. Owen, executive director of the American council, who are present as 
resource personnel. 

You might be interested to know something more of my personal background. 
From 1910 to 1929 I served as a pastoral and educational missionary in the prov- 
ince of Shansi, China, under the American Board of Commissioners for For- 
eign Missions, the last 10 years as the vice principal of the Oberlin Shansi 
Memorial Schools. During the years 1920-24 I was cotreasurer of the Shansi 
International Famine Relief Commission, which originated during the severe 
famine of 1920-21, and in that capacity was responsible for the distribution and 
accounting for the relief funds from the American people assigned to that 
province. From 1929 to 1945 I was the secretary of the Far East of the Ameri- 
can board, with headquarter in Boston. For 10 years of that time, I was the 
chairman of the Rural Missions Cooperating Committee of the Foreign Missions 
Conference of North America, promoting programs of village service and welfare 
under mission auspices around the world. Since 1984, I have been a member of 
the board of directors of Agricultural Missions, Inc., and am now its chairman. 
For the year 1938-39, I was loaned by the American board to serve as the or- 
ganizing first director of the Church Committee for China Relief. 

In 1945 I became administrative secretary of the Foreign Missions Conference 
and continued in that capacity until the formation of the National Council of 
Churches at the end of 1950, when I was asked to become the executive director 
of the department of church world service. For the last 44 years, therefore, I 
have been concerned with the problems of poverty and underdevelopment in the 
Far East, and have taken my share in developing programs in Protestant 
foreign missions aimed at improving the material as well as the spiritual lot of 
people in Asia, by programs of technical assistance of various sorts as well as by 
emergency direct relief. 

In my present capacity, I direct a program related to such operations in both 
Europe and Asia, with some contacts in Africa and Latin America. In the 
last 3 years, I have visited our work and related work in Germany (twice), 





1Since October 1953, ocean-freight reimbursement has been given to the voluntary 
agencies on shipments to Korea, out of funds made currently available by the Foreign 
Operations Administration. 
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Trieste, Greece, and Turkey, in addition to familiarity with the needs and pro- 
programs in all areas through reports and correspondence. 

I have been an officer of the American Council of Voluntary Agencies for 
Foreign Service, Inc., since 1951, and in that capacity have become familiar 
with the purposes and general programs of our sister agencies of the Roman 
Catholic and Jewish faiths as well as those member agencies which are non- 
sectarian. 


I. DESCRIPTION OF AMERICAN COUNCIL OF VOLUNTARY AGENCIES FOR FOREIGN SERVICE 


The overseas service programs of American voluntary agencies provide a 
link between the mountain of surplus “oods in the United States and the masses 
of uprooted and needy peoples of the free world. 

Forty-six of these agencies, representing the major religious groupings of the 
Nation, as well as nonsectarian relief groups and associations for aid to special 
regions abroad, now form the American Council of Voluntary Agencies for 
Foreign Service (established in 1944). They are listed on the reverse side of page 
1 and on the position paper attached as part of this testimony. 

Through this council the member agencies, representing tens of millions of 
constituents, coordinate their plans and activities, not only among themselves 
but with governmental and intergovernment agencies at home and abroad. 
(Substantial evidence of the concern of the American people for the welfare of 
people in other lands is the fact that between. 1939 and 1953 approximately $3 
billion were contributed by Americans through their organized agencies to meet 
a wide variety of needs. ) 

In their programs of giving aid on the basis of need without reference to 
creed or other factors, these agencies have made an immeasurable contribution 
to peace in areas of tension and unrest. 


Il. THE RECORD OF AMERICAN VOLUNTARY AGENCIES IN UTILIZATION OF SURPLUS 
COMMODITIES IN OVERSEAS PROGRAMS 


Between January 1950 and March 1954 American voluntary agencies distrib- 
uted a total of 364,226,979 pounds of powdered milk, dried eggs, butter, and 
cheese, at a total value of $118,372,400, in more than 50 countries and areas of 
the world. Breakdowns by commodity, agency, and country are attached in 
annexes I and II. These commodities were declared available to agencies for 
varying periods for a total of less than 2 years. 

Recommendation 1 


That surplus commodities be made available over a 3-year period to recog- 
nized American voluntary agencies for free distribution to needy people over- 
seas, permitting the agencies (in a way that has not been possible under sec. 416 
of the Agricultural Act of 1949) to develop sound long-range disposal programs 
supervised by American personnel, that may pave the way for, or complement, 
self-help programs administered by the indigenous voluntary agencies of the 
recipient countries. 

This may be accomplished : 

(a) By the President’s making maximum use of the voluntary agencies in the 
transfer for disaster and other foreign-relief purposes of a portion of the com- 
modity setaside as provided for by title I, section 108 (a) (1) of the committee 
print which embodies the recommendations of the Secretary of Agriculture and 
which is now being considered by the House Committee on Agriculture. 

(b) By having the administrator of any Government overseas surplus-disposal 
program make maximum use of voluntary agencies for free distribution and 
work out appropriate arrangements with the agencies whereby the latter can 
know the amounts of specific commodities they can reasonably count on receiving 
over a 3-year period, as well as sizes and types of pack. 

Recommendation 2 


That the list of commodities available to the agencies, now consisting of 
dried milk, butter, and cheese, available under section 416 of the Agricultural 
Act of 1949, be broadened to include— 

(a) a commodity such as processed cottonseed oil that might be made avail- 
able under section 416; 

(0) commodities such as wheat, corn, cotton, and peanuts not considered 
eligible under section 416 (which is limited to items in danger of spoilage or 
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deterioration), but which could be made available through appropriate legisla- 
tive action; and 

(c) commodities such as wool, dried beans, or other commodities now included 
in the Government holdings in relatively limited amounts, in the event that ex- 
cess supplies should later be accumulated. 

This may be accomplished— 

(a) By further amending section 416 of the Agricultural Act of 1949 to give 
the Secretary of Agriculture authority at his discretion to declare available any 
commodities held by the Commodity Credit Corporation whether or not they are 
considered to be in danger of deterioration or spoilage. 

(b) By having the administrator of any Governiment overseas surplus-disposal 
program make available to voluntary agencies each and any of the commodities 
available to him for foreign disposal, provided the agencies can give satisfactory 
assurance that free distribution of these commodities through them will not 
interfere with normal commercial channels. 


> 


Recommendations 3 

That whereas commodities are now available to agencies only in bulk, a 
portion of certain commodities be made available also in smaller packaged units, 

This can be done 

(a) By legislation authorizing payment of processing and packaging costs by 
the United States Government, as provided by title II, section 204 (a) of the 
committee print, amending section 416 of the Agricultural Act of 1949, and by 
bills Nos. H. R. 8117, introduced in the House March 1, 1954, by Mr. H. Carl 
Andersen, and H. R. 8178, introduced March 2, 1954, by Mr. Heselton. 

(b) By having the administrator of any United States Government program 
for increased commodity disposal overseas make a portion of the commodities 
available to the agencies in smaller, packaged units. 


Recommendation 4 


That the United States Government pay the cost of moving the commodities 
from inland storage points to foreign ports of entry in areas where the agencies 
have programs and where it is deemed to be in the interest of the American 
people to do so. This cost would include any necessary processing and packag- 
ing, as well as inland and ocean transport (including marking, strapping, brac- 
ing, dunnage, freight, and general average marine insurance). 

This can be accomplished 

(a) By legislation authorizing delivery of commodities free of cost to agencies 
at foreign ports of entry, 

(b) or in the event that new legislation provides only for free delivery of com- 
modities at shipside in the United States: 

(1) By legislation authorizing delivery of commodities free of cost to agencies 
at shipside in the United States, as provided by the proposed amendments to 
section 416 of the Agricultural Act of 1949 contained in title II, section 204 (a) 
of the committee print and by bills Nos. H. R. 8117 and 8178 referred to above. 

(2) By taking the following administrative steps: 

(A) Extend to those areas where the agencies have programs and where 
it is deemed to be in the interest of the American people, the ocean freight 
reimbursement facilities now available to the agencies on relief ship- 
ments to certain countries under section 535 of the Mutual Seeurity Act of 
1951 (under which the United States Government reimburses ocean freight 
charges and the foreign government waives import duty and pays inland 
freight charges). These facilities are not today available for many import- 
ant areas, including parts of Africa, certain countries in the Middle East, 
the Philippines, Japan, Hong Kong, Vietnam, and Latin American countries. 

(B) Have the administrator of-any Government overseas surplus dis- 
posal program make appropriate provision for payment of ocean freight and 
general average marine insurance costs to these areas. 


IV. JUSTIFICATION FOR CHANNELING ADDITIONAL SURPLUS COMMODITIES THROUGH 
OVERSEAS PROGRAMS OF AMERICAN VOLUNTARY AGENCIES 


Just as there is no “surplus person” in the world, so there is really no “surplus 
food” in the world in relation to the needs of people. Just as a great war 
displayed to an amazed world the military and economic power of the United 
States, a peace troubled by want and mass uprootings is giving this country 
many opportunities to show its moral power. The challenge presented by the 
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mountains of surplus is a moral one which, if met dynamically, can help im- 
measurably to capture the sympathy and imagination of the world. 

At this moment the voluntary agencies are working in the interest of those 
people whose needs and insecurity present the greatest threat to the stability 
of the free world. While they are in the present position of asking for increased 
facilities to move increased amounts of surplus commodities, the agencies are in 
the continuous position, with or without surplus, of making real contributions in 
troubled, necessitous, and refugee-packed areas. 

The people now being aided include the inhabitants of areas beset by famines 
and by endemic diseases that result in the lowering of production and those 
whose emergency needs have arisen from the wars and upheavals of our time. 
In the latter group are: The uprooted expellees of Western Europe ; the hundreds 
of thousands of destitute people who have crossed the Iron Curtain into the 
West since the end of the war; the massed refugees in cities as Berlin and 
Trieste; the still unresettled Arab refugees; the refugees displaced at the time 
of the drawing of borders between India and Pakistan; the million-and-a-half 
refugees from Communist China who crowd the port of Hong Kong; the dis- 
placed millions in Korea (1 million of them unable to return to their homes 
in North Korea), who are trying to make a new life in a land gutted by war; 
the millions of civilian sufferers in the war action in Indochina. 


American voluntary agencies have valid distribution channels for surplus 
commodities 


Programs of day-to-day help, rehabilitation, and resettlement, are being carried 
on in these and other areas under the direction of American personnel and 
with the aid of thousands of volunteers, both American and indigenous. The 
real test of whether voluntary agencies can handle large amounts of surplus 
commodities is whether they have channels of distribution in the areas of tension 
and need. Our agencies are particularly strong in having developed cooperative 
working relationships with networks of private agency welfare centers around 
the globe. No outlay by Government could duplicate such systems of aid and 
service. Trained American representatives surpervise, through local personnel, 
the use of American contributed supplies, including surplus commodities, in 
projects in which need is the sole criterion, and a well-rounded program of re- 
habilitation and self-help, the goal. Voluntary agencies vouch for the fact that 
the needy groups served by them lack purchasing power, and therefore, any 
aid channeled to them would not interfere with national or international 
economies. 


Surplus commodities distribution supplements long-range programs 


In many areas ofthe world, long-term development plans, initiated with 
American aid, are now in full swing. A case in point is the depressed south of 
Italy, where land reform is accompanied by long-term road, power, and water 
developments. Meantime, the day-to-day needs of the people cannot be met, 
even with aid from the outside, and the one word that rings like a bell throughout 
the depressed areas is “fame’—hunger. The use, through voluntary agencies, 
of surplus products has already played a real role in this crisis area of Western 
Europe. A stepped-up program of distribution of surplus foods in south Italy, 
through the voluntary agencies, could have an important effect on this area in 
the next 3 years. Voluntary agencies can present the people-to-people aspect 
of these food gifts in a far more effective way than can government-to-govern- 
ment aid. 

Another example of the effectiveness of voluntary agency utilization of surplus 
products is a school feeding program in north Africa where one complete meal 
is supplied daily. The program is part of a larger voluntary effort to raise 
health levels in the area by the establishment of baby clinics and antitrachoma 
drives, 

A third example is the contribution of the voluntary agencies to the integration 
of refugee programs in long-range reconstruction and development plans in 
such areas as Germany, India, and Pakistan. 

Such aid programs can serve as pilot projects to governmental and inter- 
governmental groups in the areas served. 


The people-to-people aspect of surplus commodities distribution is vitally 
important 


The present leadership of our Nation, recognizing that the wealth of surplus 
represents the wealth and productive capacity of all the people of the United 
States, has shown its interest in preserving the people-to-people aspect of Ameri- 
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can gifts. No better way can be found than to use the already existing channels 
of American voluntary agencies now working abroad. In the strengthening of 
voluntaryism, there is a concomitant strengthening of true democracy. 

At a time when free associations of citizens are being destroyed over so great 
an area of the world, it would be of paramount significance for the United States 
to provide for the world at large a living illustration of its confidence in the vol- 
untary associations of its citizens. 

The countless letters of thanks from private agencies and individuals in vari- 
ous areas of the free world to American voluntary agencies attest to the effect 
of voluntary-aid programs, and especially to the importance of surplus com- 
modities, not only in saving lives, but in giving renewed hope to the dispossessed 
and the uprooted. They also attest to the fact that the American origin of the 
goods is widely known to the recipient organizations and individuals overseas. 


CONCLUSION 


American voluntary agencies through their ongoing programs are already car 
rying seeds of peace into more than 50* of the most troubled and necessitous areas 
of the free world. The problems of these areas, though in many cases moving 
toward solutions, are not by any means solved and greatly expanded aid through 
voluntary agencies could not interfere with normal trade channels since the 
people served by the agencies are precisely those who lack access to goods avail- 
able through normal trade. We recommend that the agencies’ continuing con- 
tribution to the peace through the rehabilitation of needy and dispossessed people 
be strengthened by the allocation of an expanded list of surplus commodities for 
use in areas now being aided, and for use in areas where effective aid programs 
could be undertaken. 








ANNEX I.—Total pounds of surplus commodities shipped by all voluntary agencies 
for periods of approximately 22 months 1950, 3 months 1952, and 9 months 1953 
to Mar. 5, 1954 

















| Milk Eggs Total 
| 
1950 and 1952 ‘ 125, 924, 775 | 33, 945, 309 | 206, 073, 789 
1953 to date !__......-.. és 90, 452, 880 (2 158, 153, 190 
Total pounds.............- anim 216, 377, 655 | 33, 945, 309 364, 226, 979 
DISTRIBUTION BY AGENCIES 

American Friends of Austrian Children 160, 000 60, 000 80, 000 390, 000 690, 000 
American Friends Service Committee 5, 745, 000 842, 000 1, 030, 000 625, 000 8, 242. 000 

American Jewish Joint Distribution 
Committee 5, 480 393, 800 990, 400 1, 406, 240 4, 515, 920 
American Middle East Relief , 000 250, 000 2, 500, 000 9, 920, 000 
American National Red Cross , 000 1, 240, 000 
American Relief to Germany , 000 750. 000 200, 000 1, 700, 000 
Church World Service 50, 525 1, 588, 754 980, 750 4, 785, 560 27, 405, 589 

Committee on Christian Science War- 
time Activities , 000 20, 000 60, 000 
CARE.... 050 | 13, 369, 895 1, 402, 530 | 14, 722,725 67, 073, 200 
Foster Parent’s Plan for War Children |, 000 80, 000 35, 000 60, 000 295, 000 
Hadassah " . 000 4,462,000 | 11, 561,000 | 36,878, 350 83, 201, 350 
International Rescue Committee 10, 000 600, 000 580, 000 1, 517, 900 7, 847, 900 
Iran Foundation , 000 20, 000 60, 000 1, 190, 000 
Lutheran World Relief_- , 000 2, 777, 000 1, 710, 000 4, 200, 000 33, 532, 000 
Mennonite Central Committee. ; . 000 66, 000 28, 000 60, 000 684, 000 
Near East Foundation - “ 53, 000 53, 000 
Pestalozzi Foundation 80, 000 30, 000 100. 000 210, 000 
Save the Children Federation . 40, 000 |... . 40, 000 
Unitarian Service Committee 116, 000 |_. 116, 000 

United Lithuanian Relief Fund of 
America 40, 000 40, 000 
War Relief Services—NCWC be 79, 627, 600 8, 542,860 | 11,975,000 | 16,025,560 | 116, 171, 020 
netet.2<3 sa ‘. 216, 377,655 | 33,945,309 | 30,472,680 | 83,431,335 | 364, 226, 979 


Source: U. 8. Department of Agriculture. 

1 Milk made available May 19538, butter August 1953 and cheese October, 1953. 
2 None available. 

Total dollar value, $118,372,400. 





1 See annex II. 
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ANNEX II.—Countries and areas in which American voluntary agencies have dis- 
tributed surplus commodities (Jan. 17, 1950-Apr. 7, 1952, and May 4, 1953- 


Var. 5, 1954) 
{In pounds] 


Dried whole | Nonfat dry 




























Countries and areas eggs Butter milk solids 

Africa, French Equatorial ; 600 |__. 600 | 
Africa, West a : ° 392 2,025 |.. 
Anglo Egyptian Sudan | 725 
Austria 1, 061, 806 | 1, 840, 500 6, 830, 300 
Belgian Congo. 1, 848 | a | 8, 550 
Belgium... 3, 500 | 14,000 | 99, 000 
Bolivia 14, 064 1, 525, 025 
Burma 7, 350 
Egypt 252,016 615, 000 | 43, 100 
Ethiopia 1, 208 24, 275 
Finland 61, 008 64, 050 
Formosa 180, 000 2, 740, 000 
France 319, 174 884, 755 2, 258, 925 
Germany 7, 578, 795 20, 808, 200 57, 889, 100 
Gold Coast 504 24,050 
Greece 333, 033 699, 525 1, 871, 025 
Guiana, British 224 40, 000 
Guiana, Dutch (Surinam 450 
Hait 500, 000 
Holland 4, 500 

Honduras, British 80, 000 220, 000 
Hong Kong 560, 000 
India 359, 272 51, 550 11, 434, 625 
Indochina 200, 000 
Indonesia 200, 000 
Ira 22,016 60, 000 1, 121, 925 
Iraq 2,016 8, 100 
Israe] 4, 596, 008 37, 178, 350 31, 009, 050 | 
Italy | 4,032, 168 6, 681, 900 26, 302, 050 
Japan , 368 8, 432, 800 
Jordan 350, 000 1, 135, 000 2, 020, 000 
Korea 221, 008 163, 500 7 , 450 
Lebanor 122, 016 375, 000 3, 303, 025 
Liberia 46, 504 51,050 
Malay 200, 000 
Malta “ 240, 000 430, 000 
Morocco, French 109, 800 331, 495 870, 880 
Nigeria_.... 672 6, 300 | 
Okinawa. 81, 000 180, 000 
Pakistan. 71, 000 4, 320, 000 
Palestine... 270, 000 560, 000 
Panama 100, 000 
Peru 504 1, 004, 050 
Philippine Islands < | 42, 016 469, 900 
Portugal... | 1, 008 | 4, 050 
Sierra Leone... | 504 4, 050 
s 81, 008 84, 050 
Sy1 375, 000 3, 329, 000 
Thailand 504 |_. 4, 050 
Trieste | 205, 460 533, 000 1, 309, 500 
Tripol 22, 000 55, 000 
Tunisia 71, 400 105, 000 405, 000 
Turkey ‘ 40, 000 
West Indies | 224 900 
Yugoslavia 12, 448, 600 11, 510, 000 30, 481, 000 
Other countries (7). | 103, 561 69, 560 


1, 156, 300 


Total, all countries 33, 945, 309 83, 431, 335 216, 377, 655 


Source: U. 8. Department of Agriculture. 
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| Cheese 
| 
| 1, 110, 000 
1, 550 
513, 600 


8, 189, 770 


856, 670 


120, 490 


11, 805, 000 
6, 264, 550 


160, 000 
5, 000 
800, 000 


50, 000 
135, 000 


50, 000 


160, 000 


64, 300 

3, 000 

118, 000 

65, 650 

30, 472, 68 


(A position paper by agencies associated in the American Council of Voluntary 


Agencies for Foreign Service, Inc.) 


Adopted at the Ninth Annual Meeting, American Council of Voluntary 
for Foreign Service, Inc., January 22, 1954 


VOLUNTARY AGENCIES IN SERVICE PROGRAMS ABROAD 


Agencies 


In our lifetime events of such catastrophic nature have occurred that around 
the world people have been ravaged by hunger and disease, uprooted and victim- 
ized. Their desperate need has called forth an unprecedented stream of aid 
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from the American people. Some of this aid has been given by the people 
acting through their Government, some has been given through voluntary 
agencies which the people themselves have created. 

Whatever the specific function or purpose for which a voluntary agency was 
established there were in every case two essential conditions which led to its 
coming into being: on the one hand, the existence of an urgent need which was 
not being met; and on the other hand, the impelling desire on the part of a 
large number of individuals in a position to help, to provide aid which they 
were convinced could come from no other source. 

No matter how broad or narrow the scope of an agency, whether its pur- 
pose is the provision of varied types of assistance over a wide geographic area 
or the provision of a single type to a single group, it will continue to serve so 
long as these two essential conditions exist. 

Basically the universal quality which distinguishes the work of all voluntary 
agencies is the direct people-to-people relationship, enabling concerned human 
beings to establish direct lines of communication with people who desire some- 
thing which American agencies can offer. Basic, also, is the voluntary assump- 
tion, Biblical, in concept, of responsibility for other human beings in need, the 
unfortunate, the harassed, the victimized. 

For the giver, the contributor, the existence of the voluntary agency thus meets 
a deeply felt urge to personal action which even the most generous governmental 
action cannot satisfy. For the recipient, the aid meets a twofold need: first, 
the obvious one of complementing assistance provided by governmental and inter- 
governmental agencies ; and second, and perhaps even more important, the living 
evidence of personal sympathy, faith, and confidence. 

Important as the work of the voluntary agency is, it cannot take the place 
of the larger effort of Government. However, governmental programs are de- 
limited by the fact of their inevitable tie with governmental policy, and cannot 
“arry to so full a degree the concern of people for people as can the voluntary 
agency. For an act of assistance on the part of a voluntary agency is an act 
of faith. 

There are certain situations, certain conditions under which governmental 
action and assistance may be inexpedient, inadvisable, impossible or even un- 
acceptable. In these situations the voluntary agency, maintaining itself and 
its operations outside of the political arena, frequently in cooperation with 
indigenous voluntary groupings, is often able to fill the gap, to provide vitally 
needed aid, to point the way to new forms of service. 

Such has been the time-honored role of the voluntary agency. Some of the 
American agencies were entrusted with these responsibilities by groups of 
American people more than 60 years ago; others came into being during and 
since the Second World War to meet the unprecedented needs created during 
this period. 

Substantial evidence of the concern of the American people for the welfare of 
people in other lands is the magnificient record of giving between 1939 and 1951, 
over and above the assistance provided directly by governments of the world and 
the aid by such intergovernmental agencies as the United Nations Relief and 
Rehabilitation Administration, the International Refugee Organization, and 
others. More than $2,500 million was contributed in this period by Americans 
through their voluntary agencies for a wide variety of assistance and services to 
meet a multitude of needs. 

In most instances, single agencies provided assistance in a specific field of 
work but there were many occasions when groups of agencies, working together, 
undertook major projects which involved common interests. In many cases, 
projects were evolved as joint efforts by the Government and the voluntary 
agencies, often at the request of the Government. In some instances, particularly 
in the field of immigration, the voluntary agencies actually performed a function 
which the Government would otherwise have assumed in a less personalized way. 

Assistance of the Government has been of tremendous value in the work of 
the voluntary agency. Some of the work of voluntary agencies has been helped 
by Government, through the use of Government facilities, equipment, and sup- 
plies. Certainly there have been many occasions when the catastrophe was so 
huge and the need so great that no voluntary agency or group of agencies could 
have coped with the problems without governmental supplementation. 

At the same time, the agencies have made it clear that such aid could be ac- 
cepted only when it left the agency free to carry out its program along the lines 
and in the manner characteristic of its genius. Above all, agencies have guarded 
zealously their independence from Government control for their continued 
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existence required they maintain their basic approach of disinterested concern 
to meet pressing human needs. 

Today, and in the foreseeable future, existing needs in a great Many areas 
of the world will require continued large-scale aid through both governmental 
and voluntary channels. The overall burden is still far too great for the 
voluntary agencies alone. In some areas it may be that there is no further 
need for governmental assistance, but in others, the withdrawal of such assist- 
ance would amount simply to the abdication of responsibility. 

The voluntary, people-to-people approach is common to all of the agencies 
that make up the American Council of Voluntary Agencies for Foreign Service 
regardless of their specific fields of work. It is because of their common con- 
cern that agencies of varied purpose and differing philosophies have established 
the council as a place where they can discuss mutual problems, consult, share 
experiences, and develop joint action when indicated. Thus, the council, not 
an operating agency itself, becomes a clearing house for the agencies, finding 
many areas of agreement among its member agencies yet giving full recognition 
to differences. 

For despite differences, the principle of voluntaryism is basic to each agency. 
Each of them provides a way for people to express their good will freely and 
directly and to contribute personally, even at a sacrifice. And because this con- 
cept is deeply rooted in American democracy and in the minds and hearts of 
the people of America, the voluntary agency will continue to exist so long as 
there are those in need of aid and others determined to help them, 


MEMBER AGENCIES 


Adventist Relief Agency of the General Conference of Seventh-Day Adventists 

American Baptist Relief 

American Bureau for Medical Aid to China, Inc. 

American Committee for Emigre Scholars, Writers, and Artists, Inc. 

American Committee of OSE, Inc. 

Aierican Federation of International Institutes, Inc. 

American Friends Service Committee, Inc. 

American Friends of Russian Freedom, Inc. 

American Fund for Czechoslovak Refugees, Inc. 

American Jewish Joint Distribution Committee, Inc. 

American Middle East Relief, Inc. 

American National Committee To Aid Homeless Armenians (ANCHA) 

American ORT Federation, Inc. 

American Relief for Poland, Inc. 

Boys’ Towns of Italy, Inc. 

srethren Service Commission 

Church World Service, Inc., National Council of the Churches of Christ in the 
U.S. A. 

Congregational Chirstian Service Committee, Inc. 

Cooperative for American Remittances to Everywhere (CARE) 

Foster Parents’ Plan for War Children, Inc. 

General Council of the Assemblies of God, Foreign Service Committee 

Girl Scouts of the United States of America, Inc. 

Hebrew Sheltering and Immigrant Aid Society, Inc. 

International Rescue Committee, Inc. 

international Social Service, Inc. 

Iran Foundation, Inc. 

Lutheran Service to Immigrants of the National Lutheran Council 

Lutheran World Relief, Inc. 

Mennonite Central Committee, Inc. 

National Council of Jewish Women, Inc. 

Near East Foundation 

Russian Children’s Welfare Society, Inc. 

Salvation Army 

Selfhelp of Emigres From Central Europe, Inc. 

Tolstoy Foundation, Inc. 

Unitarian Service Committee, Inc. 

United Friends of the Needy and Displaced People of Yugoslavia, Inc. 

United Lithuanian Relief Fund of America, Inc. 

United Seaman’s Service, Inc. 

United Service for New Americans, Inc, 

United Ukrainian American Relief Committee, Inc. 





mk 


cia iad tS DERI 


a il 





= mah neen 


a 


ol a _ nance vet 


a A th estan ihn 


MUTUAL SECURITY ACT OF 1954 489 


War Relief Services of the National Catholic Welfare Conference, Inc. 
World University Service. 
Young Women’s Christian Association, Inc. (World Emergency Fund) 





STATEMENT TO THE SENATE COMMITTEE ON FOREIGN RELATIONS RE MUTUAL SECURITY 
PROGRAM BY BERNARD WEITZER, NATIONAL LEGISLATIVE DirEecToR, JEWISH WAR 
VETERANS OF THE UNITED STATES OF AMERICA, JUNE 23, 1954 
It is a greatly appreciated privilege to have this opportunity to present to your 

committee, the views of the Jewish War Veterans of the United States of 

America in favor of the mutual security program which you are planning for 

the coming fiscal year. As your committee knows, I have appeared before you, 

regularly, in behalf of such a program since the Marshall plan was first proposed. 

We have likewise supported the technical aid program and the appropriations for 

the United Nations International Children’s Emergency Fund. 

The support of our organization was, once again, confirmed at our 58th annual 
national convention in Chicago, I1L, September 2-6, 1953. Our continuing sup- 
port for this full mutual security program at our national conventions has been 
based on the record of the results achieved, successively, by the Economic Coop- 
eration Administration, the North Atlantic pact, the military defense assistance 
program, the Technical Cooperation Administration, both in bilateral arrange- 
ments and in the technical aid program of the United Nations, and in the great 
humanitarian work done by UNICEF. 

Though there are plenty of problems today, the present situation registers such 
a tremendous improvement over the situation in 1947 that it is almost impossible 
now to recall the dangers which confronted us when the Marshall plan was pro- 
posed and your committee under the leadership of Senator Vandenberg wrote 
the law which created the Economic Cooperation Administration. Billions of 
dollars have been spent in economic aid, in grants, in defense buildup, in saving 
the lives of millions of children, and in assisting people in all parts of the world 
with our technical know-how to help themselves. These billions of dollars have 
been well spent for a job well done, but these billions of dollars are a puny 
sum when measured alongside the cost of even such a minor conflict as the 
one in Korea, to say nothing of the incalculable cost of war dead and casualties. 

As the results of the mutual security program mount, we achieve in the coun- 
tries this side of the Iron Curtain, the greater economic strength, the defense 
buildup, the improved production, and those intangibles which are the most 
positive deterrent to Communist aggression and the strongest barrier to Com- 
munist infiltration and subversion. 

As a veterans’ organization, we are naturally concerned with assurance of an 
adequate national defense. We are certain that the mutual security program 
contributes even more to our national defense than a similar number of dollars 
spent in our own Armed Forces. Likewise, we are certain that the technical aid 
program, especially in the underdeveloped countries from which we must import 
critical materials that are the key to the production of defense materials, repre- 
sents a dollar expenditure which returns to us a hundredfold. Can we measure 
the $13,500,000 fund required for UNICEF against the saving of millions of 
children who will starve, die, or be stunted for the lack of UNICEF’s work? Let 
the members of your committee, of the Senate and of the House of Representa- 
tives who are fathers, and in some cases grandfathers, measure that appropria- 
tion in terms of the youngsters in their families. 

On behalf of the Jewish War Veterans of the United States of America, I urge 
you, most respectfully, to expand the appropriation for this program to the 
utmost limit. It has paid off in the past and it will continue to do so. This is 
not the time to create a sense of futility by supposed savings in appropriations. 





JUNE 3, 1954. 
Hon. ALEXANDER WILEY, 
Senate Office Building, Washington, D. O. 

My Dear Senator Witty: Last summer the undersigned (being the chair- 
man, and two other public members, respectively) were appointed to attend 
the Economic and Social Council of the United Nations for its 16th session 
at Geneva. This provided an excellent opportunity to study carefully the 
purposes and accomplishments of the U. N. program of technical assistance 
and to the learn of the high regard in which this program is held in all parts 
of the world. 
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Since that time we have continued to follow this program which is helping 
economically backward peoples to improve their standards of living, to increase 
their production of food, and to make them potentially greater consumers of 
goods produced in this and other technologically advanced countries. Because 
we believe that the U. N. technical assistance program is bringing about results 
which serve the best interests of the American people, and hence deserves full 
and continuing support of our Government, we as private citizens are addressing 
you, especially at this time when appropriations are under consideration. 

We are writing each of the members of the Senate and the House Appropri- 
ations and Senate Foreign Relations Committees in the hope that, if they are 
not acquainted with the benefits which this country and the free world are deriv- 
ing from this low-cost, multilateral program for the exchange of technical skills, 
this letter wil! provide useful information and encourage support for the 
program’s continuance and expansion. 

The U. N. technical assistance program is a modest one in terms of costs. 
Seventy governments and the Holy See have pledged about $24 million for its 
support this year. 

This program appeals to us primarily because it is not a giveaway program. It 
is unique in that it is one of mutual aid and self-help. The 96 governments and 
territories which received help under this program in 1953 expended far larger 
sums on the technical assistance projects than the amounts spent by the inter- 
national agencies in providing them with United States and foreign experts, 
fellowships, and such equipment and supplies as were required for demonstration 
purposes. The amount spent by the receiving countries is such that the United 
States Government’s contribution is not greater than one-fourth of the total costs 
of the program. 

One should realize that no grants or loans for capital equipment are made 
under the U. N. program, but many of the projects result in large-scale develop- 
ment undertakings which require financing from local and international sources 
and have resulted in many important purchases from American suppliers. 

Examples of development projects on which the U. N. program is helping gov- 
ernments with technical advice include a plan for the relocation of the port of 
Guayaquil, Ecuador, for which the Government is seeking to raise the necessary 
funds from abroad; in Pakistan, Yugoslavia, and Iran, experts provided by the 
U. N. are assisting the governments in the development of their telecommunica- 
tions services ; in Indonesia, Iran, Ethiopia, and many other countries, the govern- 
ments are being assisted in developing their civil aviation facilities; in Bolivia, 
assistance is being given in the survey and exploitation of its petroleum resources, 
in the development of hydroelectric powerplants, and in drafting of a law for 
stimulating and encouraging foreign investments; in Pakistan, assistance is 
being given in drawing up a program for draining and reclaiming water-logged 
and saline lands by the large-scale construction of tube wells; technical help is 
being given to Turkey in expanding its fisheries production and oil industry; 
and Chile is receiving advice on the exploitation of its forests. 

These are but a few of the projects under the U. N. program which are designed 
to improve the economic position of the underdeveloped countries and which may 
open up investment possibilities and markets for capital equipment to be pro- 
vided by American manufacturers and suppliers. 

The U. N. program of technical assistance which utilizes the technical compe- 
tence and experience of the specialized agencies of the United Nations in the 
fields of agriculture, labor, education, and health, is by and large, complemen- 
tary and not competitive with our own bilateral program which has important 
fundamental differences; but continuing efforts are being made to insure proper 
and effective coordination with it to avoid overlapping and duplication. The 
U. N. program has certain advantages, other than sharing the costs with other 
nations in providing technical advice and know-how to underdeveloped coun- 
tries; it is politically and psychologically more acceptable than aid from a 
single government. 

The U. N. program selects its experts from any part of the world, and ar- 
ranges to have the recipients of its fellowships study in institutions in many 
lands. In 1953 experts of 64 nationalities were employed under the U. N. pro- 
gram, assisting 65 underdeveloped lands other than their own, and 67 coun- 
tries or territories provided study facilities as hosts to fellowship recipients 
from 85 foreign lands. 

For the reasons set forth above, we feel that the continuation and expansion 
of the U. N. program of technical assistance is in the best interests of our pres- 
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ent administration and the American people. The support which this program 
has thus far received from our Government has been frequently acknowledged 
with heart-warming appreciation by representatives of beneficiary governments 
in the organs of the United Nations and elsewhere. 

As concrete evidence of the interest the American people have in assisting 
underdeveloped countries to improve their economic and social conditions, we 
urge that support be given to the request of the administration that Congress 
appropriate at this session the sum of $17,958,000 * for U. N. multilateral technical 
assistance, which is included in the mutual security program legislation. 

To whatever extent we may be helpful in testifying before your committee, 
we shall be happy to make ourselves available. 

Respectfully yours, 
JOHN C, BAKER, 
Chairman, United States Delegation, ECOSOC. 
ELIZABETH E. HEFFELFINGER, 
Adviser to Chairman. 
IRVING SALOMON, 
Adviser to Chairman. 


TESTIMONY OF THE CONFERENCE OF AMERICAN MARITIME UNIONS BEFORE THE 
SENATE FOREIGN RELATIONS COMMITTEE ON PROPOSED WORKING DRAFT oF MUTUAL 
SEcURITY PROGRAM LEGISLATION, 1955 


Conference of American Maritime Unions: American Radio Association, CIO; 
Brotherhood of Marine Engineers, AFL; Inlandboatmen’s Union of the Pacific, 
AFL; Marine Cooks and Stewards, AFL; Marine Firemen, Oilers, and Water- 
tenders, AFL; Masters, Mates, and Pilots, AFL; National Marine Engineers’ 
Beneficial Association, CIO; National Maritime Union, CIO; Radio Officers 
Union, AFL; Sailors Union of the Pacific, AFL; Seafarers International Union, 
Atlantic and Gulf District, AFL; Seafarers International Union, Great Lakes 
District, AFL. 

Washington representatives: John M. Bishop, MMP, AFL; Herbert L. Daggett, 
NMEBA, CIO; Matthew Dushane, SUP, AFL; Hoyt S. Haddock, CIO Maritime 
Committee; Andrew MacDonald, ROU, AFL; Ben J. Man, CIO Maritime Com- 
mittee; Robert Matthews, SIU, A. and G., AFL; Thomas L. Meyer, MFU, AFL; 
William Steinberg, ARA, CIO. 

Submitted June 22, 1954. 


SUGGESTED LANGUAGE FOR SECTION 809, PROPOSED WORKING DRAFT OF MUTUAL 
SECURITY PROGRAM LEGISLATION, 1955 


Whenever the United States shall procure, contract for, or otherwise obtain 
for its own account, or shall furnish to or for the account of any foreign nation, 
any equipment, materials, or commodities, within or without the United States, 
or shall advance funds or credits or guarantee the convertibility of foreign 
currencies in connection with the furnishing of such equipment, materials, or 
commodities, at least 50 percent of the gross tonnage of such equipment, mate- 
rials, or commodities (computed separately for dry bulk carriers, dry-cargo 
liners, and tankers), which may be transported on ocean vessels shall be trans- 
ported on privately owned United States flag commercial vessels, to the extent 
such vessels are available at fair and reasonable rates for the movement in 
United States flag vessels, in such manner as will insure a fair and reasonable 
participation of United States flag commercial vessels in cargoes by geographic 
areas: Provided, That unless the Secretary of Commerce after public hearing 
finds and certifies to the proper Government agency that the foreign commerce 
of the United States will be promoted, or that privately owned United States 
flag commercial vessels are not available in sufficient numbers or in sufficient 
tonnage capacity, or at the aforesaid reasonable rates, such equipment, mate- 
rials, or commodities shall be transported exclusively on privately owned United 
States flag commercial vessels: Provided further, That foreign-flag ships not 
registered under the flag of the consignor or consignee nation may participate 
in the carriage of such equipment, materials, or commodities only to the extent 
that such nation does not have ships of its own registry available in sufficient 
numbers or in sufficient tonnage capacity. Nothing herein shall repeal or other- 





4 $9,958,000 is still due from the 1954 calendar year pledge; $8 million is half of the 
expected pledge for 1955. 
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wise modify the provisions of Public Resolution No. 17, 73d Congress (48 Stat. 
500), as amended, 

The Conference of American Martitime Unions is composed of the maritime 
unions which are affiliated with the American Federation of Labor and the 
Congress of Industrial Organizations. The total membership of these unions 
is approximately 125,000 seamen. 

The Conference of American Maritime Unions is in favor of amending sec- 
tion 809 of the proposed working draft of mutual security program legislation 
to provide for greater carriage of our foreign aid and other cargoes by Amer- 
ican bottoms. We recommend that the original language of S. 3233, 88d Con- 
gress, 2d session, before it was amended and passed by the Senate, be used 
as the language of section 809 of the mutual security program bill. The language 
we suggest for section 809 is on a preceding page of this statement. 

The proposed language provides that at least 50 percent of our foreign-aid 
cargoes, cargoes financed by our Government, and cargoes for which our Govern- 
ment guarantees the convertibility of currency be carried in American-flag com- 
mercial ships by geographic areas to the extent that such ships are available 
at fair and reasonable rates. It provides that such cargoes shall be transported 
exclusively on privately owned American-flag commercial ships unless the Sec- 
retary of Commerce, after public hearing, finds and certifies to the proper 
Government agency that private United States American-flag merchant ships 
are not available in sufficient numbers or in sufficient tonnage capacity or 
at fair and reasonable rates, or that the foreign commerce of the United States 
will be promoted by having foreign-flag ships transport such cargoes. The bill 
also provides that foreign-flag ships shall not carry such cargo unless they fly 
the flag of the consignor or consignee nation or that the consignor or consignee 
nation does not have ships of its own registry available in sufficient numbers or in 
sufficient tonnage capacity. 

No American would question the fact that we must have an adequate merchant 
marine in time of war. However, some persons believe that an adequate mer- 
chant fleet is needed only in times of war. World history has conclusively 
proved that we must have an adequate fleet in peacetime if we are to have one 
in time of war. An adequate peacetime fleet is needed not only as a nucleus 
fleet to carry war supplies in times of national emergency, but also to develop 
our foreign markets in peacetime and to prevent foreign shipowners from charg- 
ing us exhorbitant rates during a war period in which we are not participants. 
The critics of these facts state that the United States can depend upon foreign 
merchant marines in time of war. In the past this fallacious theory had resulted 
in the bitter experience of our nation engaging in a race against time. In the 
past we had been fortuntate enough to win in those races. However, it would 
be foolhardy to continue to gamble with our future. 

Prior to World War I the attitude of the so-called maritime experts was that 
our Nation could depend upon our allies for merchant shipping in time of war. 
We recall that in World War I we and our allies were nearly defeated because 
the United States did not have an adequate merchant marine. Even before we 
entered the war we learned of the high cost of depending on foreign ships to 
carry our commercial cargoes. That is, when we could get foreign ships to 
carry them. 

Prior to World War I the United States permitted the merchant marine to 
wither away until our ships were carrying only 9 percent of our export and im- 
port trade. At the outbreak of war we were in the dangerous position of a 
neutral nation without ships. The foreign maritime nations witheld their ships 
and our Nation’s foreign trade was left high and dry on our docks. In August 
1913, the United States had exported 257,172 bales of cotton. One year later in 
August 1914, we exported only 21,219 bales. The price of cotton fell from $62.50 
a bale in July 1914 to $36.25 in December 1914 because it could not be delivered. 
All cargoes piled up on the docks and the American producers and distributors 
of our export commodities faced ruin. 

Our allies and neutral shipowners, who did send their ships to our shores, 
charged our shippers unbelievably gouging rates. Shipping rates increased up 
to 700 percent even before our Nation engaged in the munitions trade. After the 
war became a full scale one, shipping rate increases of 2,000 percent were com- 
mon. The average rate on general cargo increased 1,117 percent. 

sefore World War I ships were chartered for $1 a ton. Two short months 
after the outbreak of the war the charter rate was $13.88 a ton to areas outside 
of the war zone and $20 to $21 in war zones. These high shipping profits caused 
the demand for ships to soar. The sales price of ships rose to $300 a ton from 
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the prewar price of $60 a ton. In fact, shipping profits were so high that many 
ships were completely paid for from the profits of one voyage. 

Today many apologists for operating American ships under foreign flag claim 
that such ships are available to the United States. This is nothing less than 
misrepresentation of facts. Prior to World War I the great bulk of American- 
owned ships had been registered under foreign flag. When the war broke out 
most of these ships were not made available to the United States. Congress 
under the guidance of the Wilson administration hastened to enact legislation 
to alleviate this critical problem. In August 1914, a law was enacted which 
permitted Americans to register their foreign-flag ships under the American flag. 
Congress also enacted a law which provided insurance coverage for these ships. 
These emergency acts had a strong effect in increasing the tonnage available 
to the United States. Despite this historical fact, the enemies of the American 
merchant marine still advocate foreign flags for American-owned ships. By July 
1, 1915, 523,000 tons of shipping had been transferred to the American flag. By 
1917 this total was increased to 650,000 tons. 

By the end of World War I the United States possessed 2,547 merchant ships 
aggregating a total of 14,705,281 deadweight tons. The direct acquisition costs 
of these ships was $3,042 million. Of these ships 2,316 were constructed by the 
Government at wartime costs of $2,951,807,000. The balance of 231 ships were 
acquired by purchases, seizure of enemy property and transfer from other 
Government departments at a net cost of $126,194. 

President Wilson was greatly disturbed by the mistake our Nation had made 
in not maintaining a peacetime fleet adequate to service our foreign trade dur- 
ing war. In his third annual message to Congress given in May 1915, he 
declared : 

“It is high time we repaired our mistake and resumed our commercial inde- 
pendence on the seas. For it is a question of independence. If other nations 
go to war or seek to hamper each other’s commerce, our merchants, it seems are 
at their mercy, to do with as they please. We must use their ships, and use them 
as they determine. We have not ships enough of our own. We cannot handle 
our own commerce on the seas. Our independence is provincial and is only on 
land and within our own borders.” 

After World War I the 66th Congress made a full study of the role of the 
American merchant marine in peace and war. After study the near disaster 
our Nation experienced because of the philosophy of depending upon foreign- 
flag ships instead of maintaining our own merchant marine, they passed the 
Merchant Marine Act of 1920. The conclusion they reached is evident in the 
strong language contained in the preamble of this law which is as follows: 

“That it is necessary for the national defense and for the proper growth of 
its foreign and domestic commerce that the United States shall have a mer- 
chant marine of the best equipped and most suitable types of vessels sufficient 
to carry the greater portion of its commerce and serve as a naval or military 
auxiliary in time of war or national emergency, ultimately to be owned and 
operated privately by citizens of the United States and it is hereby declared 
to be the policy of the United States to do whatever may be necessary to develop 
and encourage the maintenance of such a merchant marine, and insofar as 
may not be inconsistent with the express provisions of this act, the United 
States Shipping Board ’shall, in the disposition of vessels and shipping property 
as hereinafter provided, in the making of rules and regulations, and in the 
administration of the shipping laws, keep always in view this purpose and 
object as the primary end to be obtained.” 

In 1936 Congress reaffirmed its mandate that our Nation should develop and 
maintain a United States merchant marine adequate to service our foreign 
and domestic commerce and be available in national emergency. The preamble 
of this act is as follows: 

“It is necessary for the national defense and development of its foreign and 
domestic commerce that the United States shall have a merchant marine 
(a) sufficient to carry its domestic waterborne and @ substantial portion of the 
waterborne export and import foreign commerce of the United States and to 
provide shipping service on all routes essential for maintaining the flow of 
such domestic and foreign waterborne commerce at all times, (b) capable of 
serving as a naval and military auxiliary in time of war or national emer- 
gency, (c) owned and operated under the United States flag by citizens of the 
United States insofar as may be practicable, and (d) composed of the best 
equipped, safest, and most suitable types of vessels, constructed in the United 
States and manned with a trained and efficient citizen personnel. It is hereby 
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declared to be the policy of the United States to foster the development and 
encourage the maintenance of such a merchant marine.” [Italic ours.] 

Prior to World War II we still heard the argument that our allies had 
merchant fleets that were large enough to service the free world. On Septem- 
ber 1, 1939, the United States merchant fleet had 1,379 seagoing ships of 1,000 
gross tons and over. The United States Maritime Commission in November of 
1937 had said that 1,200 ships would be adequate for our country in time of war. 
Yet, after the outbreak of World War II, experience shows us that we needed 
many more ships than the number estimated by the Commission. In fact, the 
fleets of our allies were not available for our use and we had to construct over 
5,000 ships to meet the shipping needs of our Nation and our allies. Again the 
experts were proved to be wrong, by 6,234 ships. 

All theaters of World War II operations were overseas. Accordingly, our 
Nation was dependent upon ocean transportation in making its strength effective 
against the enemy. 

The Axis Powers were well aware of that fact. They did all they could to 
destroy our merchant marine, 

When Europe went to war in September 1939, the world oceangoing merchant 
shipping totaled 80 million deadweight tons. gritain and France controlled 
approximately 27 million tons. Also, the great portion of neutral shipping was 
available to the Allies. At the outbreak of the war the German blockade became 
effective immediately. During the 27 months prior to the entry of the United 
States into the war about 16 million deadweight tons were sunk by the Axis. 
lyuring the same period the combined output of the shipyards of the United 
Kingdom and the United States, which were almost the sole source of new mer- 
chant shipping for the Allies, was only 5 million deadweight tons. 

On December 1, 1941, the ocean passenger, dry cargo, and tanker vessels under 
the American flag aggregated about 11,600,000 deadweight tons. German sub- 
marines appeared in the Western Atlantic, the Gulf of Mexico, and the Caribbean, 
and ships moving coastwise were sunk within sight of our shores. American 
ships totaling 3,609,000 deadweight tons were lost during 1942, the year of 
heaviest casualties. Approximately 6,764,000 deadweight tons of American ships 
were sunk during the course of the entire war. 

For the entire war period the losses of ships controlled or available to the 
Allies aggregated over 36 million deadweight tons. Of these losses 733 were 
American merchant ships of over 1,000 gross tons and hundreds of smaller 
ships. Thus, the American loss was more than half the tonnage of our prewar 
merchant marine. 

During 1940 and the early part of 1941 there were several months when the 
Allied shipping losses exceeded the combined ship construction of the United 
Kingdom and the United States by more than 500,000 deadweight tons. 

Considering the low ebb of American shipbuilding during the early thirties 
and the vital part which the American shipbuilding industry was called upon to 
play in the successful carrying out of the war, it was fortunate that this 
industry was kept alive before we entered the conflict. After the German forces 
had overrun Norway, the Low Countries, and France in the early summer of 
1940, this fact was even more apparent and its implications became serious. 
Accordingly, in the fall of 1940 the British placed orders with American ship- 
yards for 60 freighters. Early in 1941 the Maritime Commission ordered 200 
more cargo carriers. By the end of 1941 the American shipbuilding program 
including foreign and American orders had been expanded to include about 
1,200 ships aggregating about 14 million deadweight tons. It was with the view 
of expediting the deliveries of British orders that a ship of simplified design 
was agreed upon. This gave birth to the Liberty ship which was actually 
obsolete on the drawing board. 

During the 5-year period 1941-45 a total of 5,280 oceangoing vessels, aggre- 
gating over 54 million deadweight tons, was delivered from American shipyards. 

During the war period British Empire shipyards delivered less than 11 million 
deadweight tons. In fact, all of our Allies upon whom the prewar experts had 
claimed we could depend for merchant ships supplied us with only 715,000 
gross tons of ships. On the other hand, we delivered 5,500,000 gross tons to 
them. 

The United States merchant marine delivered the goods to our fighting 
forces and Allies overseas. The total cargo lift from the United States between 
December 7, 1941, and the surrender of Japan was 268,252,000 long tons, of which 
203,522,000 were dry cargo and 64,730,000 were petroleum and other liquid 


cargoes. During the last year of the war, this meant an average rate of delivery 
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of 8,500 tons of cargo every hour of every day and night. Our ships also carried 
the great majority of the 7,129,907 Army personnel and 141,537 civilians moving 
overseas between December 7, 1941, and November 30, 1945. During this same 
period they carried 4,060,833 Army personnel and 169,626 civilians back to the 
United States. Because we were able to build up our own merchant marine 
during this war we were able to deliver the goods needed to win the war. Also, 
we avoided the type of gouging we received during World War I. During World 
War II general cargo rates increased only 70 percent as compared to 1,117 
percent during World War I. This difference is most impressive when we note 
that the ship-operating costs during World War II were substantially higher 
than during World War I. 

On November 2, 1945, Fleet Adm. Ernest King, commander in chief of the 
United States naval operations, wrote to Admiral Land the following: 

“During the past 314 years, the Navy has been dependent upon the merchant 
marine to supply our farflung fleet and bases. Without this support, the Navy 
could not have accomplished its mission. Consequently, it is fitting that the 
merchant marine share in our success as it shared in our trials, 

“The merchant marine is a strong bulwark of national defense in peace and 
war, and a buttress to sound national economy. A large merchant marine is 
not only an important national resource; it is, in being, an integral part of our 
country’s armed might during time of crisis. During World War II, this precept 
has been proven. 

“As the merchant marine returns to its peacetime pursuits, I take pleasure in 
expressing the Navy’s heartfelt thanks to you and through you to the officers 
and men of the merchant marine for their magnificent support during World 
War II. All hands can feel a pride of accomplishment in a job well done. 

“We wish the merchant marine every success during the years ahead and 
sincerely hope that it remains strong and continues as a vital and integral part 
of our national economy and defense.” 

Admiral King closed his letter with the wish that our merchant marine 
remain strong in the future in order to preserve our national economy and 
defense. His advice, like the advice of other practical men, was subjected to 
the attack of post-World War II peacetime theorists who claimed that it was not 
necessary to revitalize our merchant marine with more modern ships. In fact, 
some theorists even went so far as to state that our merchant marine must be 
sacrificed in order to help close the dollar gap between foreign nations and the 
United States. 

When the Korean war broke out our allies were not in a position to provide 
the ships for that limited operation. At the outbreak of the Korean war our 
sinking merchant marine consisted of only 1,162 seagoing ships manned by 
50,000 seamen. Our Nation and the free world were serviced by activating ships 
from the United States national defense reserve fleet. The peak size during 
the Korean war was reached in February 1952, when our merchant marine con- 
sisted of 2,046 ships manned by 100,000 seamen. Our privately owned and/or 
operated merchant marine carried 86 percent of the cargoes to Korea and the 
Far East. The remainder of the cargoes were carried by MSTS and foreign 
merchant ships. 

We entered both world wars with inadequate merchant shipping. We were 
required to build additional ships for ourselves and our allies upon whom we 
were relying for shipping. It should be clear even to a novice that this condition 
has not changed. Indeed, it appears to us even more serious than heretofore, 
Certainly if we are engaged again in a war that involves the European countries, 
we will be required to build all their ships for them. 

The above facts prove that the United States can fully depend only upon ships 
flying the American flag in world emergencies before and during the time we aré 
involved. 

After our merchant marine successfully serviced the free world during the 
Korean war, our Government began replacing the ships in mothballs. By April 
1, 1954, our merchant marine had shrunk to only 1,360 oceangoing ships manned 
by 65,250 seamen. This industry slump should not be lightly argued away by 
saying that the decrease of cargoes in the world market is the only reason for 
depressing the industry. This argument is weak because our ships are carrying 
only 29 percent of our export and import trade. The main reason for the 
depression is that our Government is not administering a program to provide a 
United States merchant marine adequate to carry at least 50 percent of our 
foreign trade. Our Government’s failure to follow a more constructive maritime 
program is also resulting in the closing down of our vital shipbuilding industry. 
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Despite the fact that the Maritime Administration has classified 46 percent of 
our merchant ships as poor, our private shipyards on January 1, 1954, had orders 
to build only 48 merchant ships aggregating 686,635 gross tons. This was only 
5.3 percent of the total shipbuilding orders for 1,492 merchant ships aggregating 
13,726,336 gross tons throughout the free world. It placed the United States 
in sixth place in shipbuilding. As of January 1, 1954, the number of ships being 
constructed or on order for the first six top ranking countries was as follows: 


Percent 
he 
Country Number Gross tons of world 

of ships 

total 

Great Britain__- 559 331, 376 10.8 
Germany 169 | 1, 421, 361 10.9 
Sweden | 145 1, 387, 002 10. 6 
Holland 139 1. 128, 459 8.6 
France 68 | 757, 949 5.8 


United States._- ‘ ss Z . as 48 686, 635 5.3 


As of June 1, 1954, there remained only 29 merchant ships, aggregating 457,100 
gross tons, under construction in United States shipyards. The classes of these 
ships are as follows: 


Gross tons 


‘ 
Number 
of ships 


Cargo . 5 48, 500 
Ore carrier rm 2 26, 200 
Tanker ve seit enti 21 380, 100 
Passenger-auto ferry...-.....-- enobah aaninwaiine 1 2, 300 

OMB elriiciGn dived Radslibebleweials datap eebs ie tats weonsenees| 29 | 457, 100 


These 29 ships are only 33 percent of the number of ships on order at the 
early part of last year. Moreover, by the end of this year only two of the 
ships will not be completed. This is distressing when we realize that our ship- 
yards have not received a single order for a merchant ship of 1,000 gross tons 
or over for the preceding 19 months. 

In the preamble of the Merchant Marine Act of 1936 Congress has stated 
that our merchant marine must be “sufficient to carry a substantial portion of 
our foreign trade.” The common interpretation of “substantial” is that Con- 
gress meant that our merchant marine should carry at least 50 percent of our 
total foreign export and import trade. In striving to achieve this overall goal, 
Congress should raise our percentage of export and import cargo carriage by 
passing permanent legislation which would provide that American-flag ships carry 
from 50 to 100 percent of our foreign economic and military aid cargoes, as well as 
-argoes financed by Government loans or guaranteed by foreign currency con- 
vertibility. In fact, in 1934, the 73d Congress passed Public Resolution No. 17 
which stated that all cargoes financed by the Export-Import Bank or any other 
instrumentality of the Government, should be carried in American bottoms when 
available at reasonable rates. In recent years, instead of requiring American 
bottoms to carry all of the cargoes financed by the Export-Import Bank and 
other Government instrumentalities, Government agencies in consultation with 
shipping interests have permitted ships of recipient countries to carry 50 percent 
of these cargoes. Congressional mandate that American bottoms should carry 
at least 50 percent of the cargoes provided under foreign economic and military 
aid programs is contained in the following programs: 

1. Economic Cooperation Act of 1948, and the ECA amendments, 1949 (Public 
Law 47, 8ist Cong.). 

2. Korean Aid Act (Public Law 447, 81st Cong.). 

3. Yugoslavia Emergency Relief Assistance Act of 1950 (Public Law 897, S8ist 
Cong.). 

4. India Emergency Food Aid Act of 1951 (Public Law 48, 82d Cong.). 

5. Mutual Defense Assistance Act (Public Law 329, Slist Cong.). 

6. Mutual Security Act of 1951 (Public Law 165, 82d Cong.). 

7. Pakistan wheat bill (Public Law 77, 83d Cong.). 
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In the administration of the above-mentioned programs our Government admin- 
istrators have administered the laws by defining “at least 50 percent” to mean 
“50 percent.” Those of us who are vitally interested in achieving and main- 
taining an adequate American merchant marine had not protested this practice 
because we agreed that there was some justification for our Government’s assist- 
ing our foreign allies in rebuilding their merchant marines which were devas- 
tated during World War II. However, it is now obvious that the foreign mer 
chant marines are reaching their pre-World War II effective sizes and our 
Nation should become more concerned with keeping our merchant marine on 
the high seas. It is the Government's duty to use only United States ships in 
transporting Government-financed cargoes. Foreign participation should be 
allowed only when United States ships are not available or when it can be shown 
that the merchant fleets of other nations are more important to those nations 
than our merchant marine is to the United States. 

At the present time the American Tramp Shipowners Association’s members 
have pending applications for the wholesale transfer of 60 of their 150 tramp 
ships to the runaway flags. They claim that their ships are idle because of the 
lack of economic and military aid cargoes. This wholesale transfer of 60 Ameri- 
can tramp ships would be only the beginning of the transfer foreign of their 
entire tramp fleet. Their argument for the necessity of transferring their tramp 
ships could be solved by providing more aid cargoes for American bottoms. 
Moreover, it would dull their incentive to transfer foreign if they knew that 
their ships under the runaway flags would be virtually ineligible to carry Ameri- 
can aid cargoes. 

The proposed language we suggest for section 809 which requires “that foreign 
flag ships not registered under the flag of the consignor or consignee nation may 
participate in the carriage of such equipment, materials, or commodities only to 
the extent that such nation does not have ships of its own registry available in 
sufficient numbers or in sufficient tonnage capacity” is extremely important in 
that American shipowners will be discouraged from transferring their ships to 
foreign flags. As of January 1, 1954, there were a total of 346 ships of 1,000 
gross tons and over owned by American companies and operated under foreign 
flags. Also, there were a total of 72 ships being constructed for these companies 
to operate under foreign flags. These 418 ships are 34 percent of the privately 
owned ships flying the United States flag. Of these 418 ships, 207 are under the 
runaway flags of Panama, Honduras, and Liberia. The main reason for trans- 
ferring to these runaway flags is to evade United States taxes, employ low wage 
foreign seamen, and evade United States inspection standards. Also, it has 
proved profitable for some American flag companies to carry the share of our aid 
eargoes which have been reserved for American bottoms and at the same time 
to have their foreign flag ships carry those cargoes allocated to foreign flag 
ships. 

Despite the great importance of a strong American merchant marine, the in- 
dustry has been under constant attack from the foreign shipping lobbyists and 
some economists saturated with pure theory. The theory-minded economists 
are most damaging because they are credited with being unbiased scholars. 
However, as theorists they base their assumptions and draw their conclusions 
in a vacuum on paper, and not in the world of harsh reality. 

The argumeut most often used by the foreign shipping lobbyists and some 
uninformed Americans is that the American merchant marine must be sacrificed 
in order to help close the international dollar gap. For the past several years 
this overworked fallacious argument has been the lead in the attack upon the 
provisions of American laws which state that American bottoms shall carry 
at least 50 percent of all military or economic aid cargoes as well as cargoes 
financed by the United States Government. 

Since the committee is fully aware of the basic picture of the international 
balance of payments, we shall briefly deal only with the balance of payments re- 
sulting from ocean shipping as a part of the exports and imports of goods and 
services account. In this analysis we shall not deal with the remaining balance 
of payments accounts, such as unilateral transfers, gold sales and purchases, ete, 
Therefore, the dollar gap we will be discussing will be the one existing only 
in the United States export and import of goods and services account which 
includes ocean shipping. Of course, it will be slightly higher than the final dollar 
gap resulting when all accounts are considered. 
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TaBLe I.—Balance of payments to the United States in goods and services 
account 


{In millions of dollars] 


1046 | 1047 | 1948 | 1949 | 1950 | 1951 | 1952 | 1959 
. | 
Total United States exports of goods | 
and services 14, 741 | 19,796 | 16,967 | 15,974 | 14,425 | 20,218 | 20,649 21, 337 
Total United States imports of goods 
and services 7, 037 8,318 | 10, 268 9,603 | 12,128 | 15,054 | 15, 794 16, 628 
Balance on goods and services 7, 704 11, 478 6,699 | 6,371 2, 297 5, 164 4. 855 4, 709 
Total United States ocean | 
shipping receipts je ,207 1, 597 1, 181 1, 085 833 1, 353 1, 286 1, 036 
Total United States ocean shipping 
payments ‘ 349 456 501 549 643 787 911 904 
Receipts balance, ocean shipping 928 1, 141 680 536 240 566 375 132 
Percent of ocean shipping balance to 
balance on goods and services 12 14 10 8 10 11 8 3 


Source: U. 8. Department of Commerce, Office of Business Economics. 


It is evident from table I that the United States receipts balance on the 
ocean-shipping account is from 14 percent (in 1947) to 3 percent (in 1953) of the 
United States receipts balance on exports and imports of goods and services. 
Since we are mostly interested in the ocean-shipping account we will show and 
briefly explain the breakdown of the ocean-shipping account. 


TaBLe II.—Jnternational ocean transportation, 1946-53 


[In millions of dollars] 


| 1946 1947 1948 1949 1950 1951 | 1952 1953 
UNITED STATES RECEIPTS | | | | | 
| | i | 
i 1 i 
Ocean shipping total_.-_. ‘ 1, 277 1, 597 1,181 | 1,085 883 1, 353 1, 286 1, 036 
Export freight earnings ; 893 961 531 455 347 657 524 336 
Military controlled export freight } | 
earnings 93 197 223 | 192 51 44 72 | 75 
Freight earnings on shipments | | 
between foreign countries 79 100 112 | 00 110 201 175 106 
Passenger fares < 28 39 35 | 21 26 18 22 24 
Port expenditures bind d 162 | 281 268 291 313 411 | 462 476 
Charter hire 5 : 22 19 12 26 | 36 22 | 31 19 
UNITED STATES PAYMENTS | 
| | 
Ocean shipping total. .. 349 456 501 549 643 787 911 904 
Import freight payments : 115 141 | 193 214 295 384 428 461 
Passenger fares . 17 47 63 90 121 102 133 134 
Port expenditures. _. 186 231 198 177 138 183 190 146 
Charter hire 31 37 47 68 89 118 160 163 
Receipts balance, ocean ship- 
ping... . . ‘ 928 1, 141 680 536 | 240 566 375 132 





Source: U, S. Department of Commerce, Office of Business Economics. 


The United States receipts items entered into the ocean shipping account for 
the operations of United States companies consist of (1) freight receipts for 
carrying exports from the United States, (2) receipts for carrying foreign car- 
goes from one foreign port to another, (3) fares and other shipboard expenses 
of nonresident passengers, (4) revenues from charter of ships to foreign opera- 
tors, and (5) port expenditures made by foreign operators in United States ports. 

The freight revenues earned by United States ships on imports into the United 
States are paid by United States importers to the United States ship operators, 
therefore they are considered domestic trade and are not considered in the 
international balance of payments. 
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The United States payments items in the ocean shipping account consist of 
(1) payments to foreign companies for carrying imports into the United States, 
(2) fare payments and other shipboard payments made by United States resi- 
dents to foreign companies, (3) payments to foreign companies for the chartering 
of their ships, and (4) port expenditures by United States ship operators in 
foreign ports. 

The freight revenues earned by foreign ships on the United States export 
trade are paid by foreign importers to the foreign ship operators, therefore they 
are considered domestic trade of the respective foreign nations and are not con- 
sidered in the international balance of payments. 

Table II shows that from 1946 through 1953 the United States earned more 
money on the ocean shipping account than they paid to foreign countries. The 
peak of this dollar gap in ocean shipping was in 1947 when the United States 
received $1,141 million more than they paid to foreign shipping interests. It 
must be noted on table I that 1947 was the year in which there was reached, the 
peak of the dollar gap between United States exports and imports of goods and 
services. In that year we exported $19,796 million worth of goods and services 
and imported $8,318 million worth. This left a dollar gap of $11,478 million; 
1947 was a postwar year which found the foreign nations in a crippled postwar 
economic condition. Their productive forces had been disrupted to the point 
where they depended on United States exports for their livelihood as well as 
rebuilding their economic systems. It is most important to know that much of 
their merchant fleets had been sunk during the war and they depended on 
American ships for transportation of food, merchandise, and capital equipment. 

After 1947, the nations of the free world had redeveloped their economies to 
the point where they required less exports from the United States and, in turn, 
were increasing their exports to the United States. This, of course, meant that 
the dollar gap was rapidly closing. In 1950, the United States exported $14,425 
million worth of goods and services and imported $12,128 million worth of goods 
and services. Thus, the dollar gap in goods and services shrank to only $2,297 
million. In 1950, the ocean shipping account showed that the United States 
received $883 million and paid $643 million for ocean shipping. Thus, the dollar 
gap in ocean shipping had shrunk to $240 million. It was then obvious that the 
dollar gap was rapidly closing and experts had predicted in early 1950 that it 
would be completely closed in 1951. 

At the outbreak of the Korean war in June 1950 the free world again looked 
to the United States for increased exports of our production forces. In 1951 
the dollar gap in goods and services spread to $5,164 million. Also, in 1951, the 
United States received $1,353 million and paid $787 million on the shipping 
account. This left a dollar gap of $566 million in the 1951 shipping account. 

At this point we must emphasize that in 1951 the foreign shipping lobbyists 
in this country began to clamor about closing the ocean-shipping dollar gap. 
However, they did not point out that they did not have the ships needed to 
transport the increased world trade caused by the Korean war. In fact, the 
United States private shipping operators did not have enough ships to meet the 
sharply increased shipping needs of the world. Private shipowners expanded 
their fleets but our Government was compelled to reactivate approximately 600 
ships from mothballs in our National Defense Reserve Fleet in order to properly 
service the free world in its stand against Communist aggression. This meant 
that our merchant marine had to be expanded from a 1,200-ship pre-Korean fleet 
to over 2,000 ships in late 1951. 

It is most appalling to realize that the foreign shipping lobbyists were actu- 
ally saying that our Government should have reactivated our ships from moth- 
balls and turned them over to them for operation. At no time did they nor will 
they state that their respective countries would undertake the expensive venture 
of holding large numbers of ships in reserve for world emergencies. Instead, 
they believe that every ship they own should be a paying venture in peacetime 
and in wartime we should give them ships to close a dollar gap. This prepos- 
terous demand is galling to those of us who think more of preserving freedom 
in the world than we do about a dollar gap. 

In 1952 our exports of goods and services were $20,649 million and our im- 
ports were $15,794 million. This left a dollar gap of $4,855 million in the bal- 
ance of payments on goods and services. 

In 1952 the United States ocean-shipping receipts were $1,286 million and pay- 
ments were $911 million. Thus, the shipping dollar gap was rapidly narrowed 
to $375 million. 

It must be noted that in early 1952, after the immediate needs of the world 
faced by Communist aggression in Korea had been met, the shipping needs 
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sharply decreased. The United States Government returned the great majority 
of reactivated ships back to mothballs and our merchant marine again shrank 
to the approximate pre-Korea size. 

In 1953 our exports of goods and services were $21,337 million and our im- 
ports were $16,628 million. This left a dollar gap of $4,709 million. 

In 1953 the United States ocean-shipping receipts were $1,036 million and 
payments were $904 million. Thus, the shipping dollar gap was further nar- 
rowed to $132 million. This is only 2.8 percent of the total dollar gap in the 
United States export and import of goods and services account. This certainly 
deflates the argument that our merchant marine is causing a great dollar gap 
in the international balance of payments. 

The foreign shipping lobbyists and uninformed Americans disseminate the 
false argument that every dollar earned by foreign shipowners means the clos- 
ing of the dollar gap by $1. The falsehood of this argument is shown in table 
III. 


TABLE III.—Relationship of port expenditures in United States ports to ocean 
freight and fare receipts of foreign nations 


{In millions of dollars] 


1946 | 1947 | 1948 | 1949 | 1950 | 1951 | 1952 | 1953 


Freight and fare receipts of foreign operators $132 | $188 | $256 | $304 | $416 | $486 | $561 $595 


Port expenditures by foreign operators in United | | 
States ports. .........- onchepsinh evita: ee a, 268 | 291 313 | 411 462 476 
— = = = = =S=S— = SS) ss 
Percent of port expenditures to freight and fare | 


| | | } 
receipts_... = oe | 105 | 6 7 | 85 | 82 30 


You will note that in 1946, 1947, and 1948 the foreign companies paid more in 
expenditures in United States ports than they earned from ocean freight and 
passenger fares. In 1951 they earned $486 million in ocean freight and passenger 
fares and paid $411 million in port expenditures in the United States. Of 
course, the port expenditures of foreign ship operators is a receipt in the United 
States ocean-shipping account. This means that 85 percent of the dollars earned 
in 1951 by foreign ship operators on ocean freight and passenger fares were re- 
turned to the United States. In other words, on every dollar of their freight and 
fare earnings the dollar gap was closed only by 15 cents. 

Table III shows that for every dollar earned in 1952 by foreign ship operators 
on freight and passenger fares only 18 cents of the dollar gap was closed. In 
1953 for every dollar earned by the foreign ship operators on freight revenues 
and passenger fares the dollar gap was closed by only 20 cents. 

The high cost of port expenditures in the United States is caused by the for- 
eign ship operators’ purchase of bunker fuel in the United States which is lower 
priced in the United States than in foreign countries, as well as the high cost 
of stevedoring in the United States ports. 

On the other hand, the expenditures of United States ship operators in foreign 
ports is comparatively low and stable. 


TasBLe 1V.—Relationship of port expenditures in foreign ports to United States 
ocean freight and fare receipts 


[In millions of dollars] 


1946 | 1947 | 1948 | 1949 | 1950 | 1951 | 1952 | 1953 


Freight and fare receipts, United j 


States operators 1, 093 1, 297 901 768 534 920 | 793 541 
Port expenditures by United States | | 
operators in foreign ports - . | 186 231 | 198 177 | 138 183 | 190 146 


| 
: | 
Percent of port expenditures of | 
United States operators to freight | | | | 
and fare receipts...........-.. . | 17 18 22 | 23 | 26 
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With the exception of stevedoring in foreign ports, which is done at low 
cost by low wage foreign labor, nearly all United States vessel purchases of 
bunker fuel, subsistence, supplies, equipment, etc., are made in the United States, 
Thus, the expenditures of United States ship operators in foreign ports are 
kept relatively low. 

In 1951 the ocean freight and passenger fare receipts of United States opera- 
tors was $920 million while the expenditures in foreign ports was only $183 
million. This meant that only 20 percent of the ocean freight and fare revenue 
dollars earned by United States operators were returned to foreign countries 
as port expenditures. In 1952 only 24 percent and in 1953 only 27 percent of 
the United States operators’ ocean freight and fare dollars were returned to 
foreign countries as port expenditures. Thus, unlike the foreign countries who 
actually retained only 20 cents of every dollar earned as ocean freight and fare 
revenues in 1953, the United States retained 73 cents of every dollar earned in 
the same year. 

The above data refutes the argument of the foreign lobbyists and the unin- 
formed American theorists which states that every dollar earned by a foreign 
ship operator means the closing of the international balance of payments dollar 
gap by $1. 

Theorists often charge that our governmental policy toward cargo preference 
for our merchant marine is discriminatory toward foreign merchant marines, 
We wish to point out that every modern nation favors its merchant ships in 
order to assure themselves of an adequate merchant marine. These nations 
place their merchant marines in a favorable world competitive environment by 
such devices as direct subsidy, cargo preference, manipulations or prohibitions 
in foreign currencies, reduced port, consular, and documentation charges for 
their ships, liberal tax benefits, ete. Some nations even discriminate to the 
degree of having preferential berthing facilities for their ships. Their ships 
dock promptly to discharge and load cargo while ships of foreign flags have to 
wait until the national ships are cleared. Ships of other flags have to wait for 
long periods. During this waiting period at anchor, the national flag merchant 
ships freely enter the ports and dock ahead of ships flying other flags. 

We shall not go into a detailed explanation of the discriminatory merchant 
marine practices of foreign nations. We point out that they do exist. For a 
detailed explanation of this problem we refer to Discriminatory Acts of Foreign 
Governments. Affecting our Merchant Marine, hearings before the Senate Sub- 
committee on Merchant Marine and Maritime Matters (Magnuson subcommit- 
tee), 82d Congress, 2d session. 

We respectfully urge this committee to emphatically reaflirm congressional 
intent by taking another step forward in achieving and maintaining an Ameri- 
can merchant marine adequate for the development of our foreign commerce 
and our national defense. You can do so by taking the lead in having United 
States-flag ships carry a greater proportion of our foreign-aid cargoes, cargoes 
financed by our Government, and cargoes for which our Government guarantees 
the convertibility of foreign currencies. 


The CuatrMan. The meeting stands adjourned. 

(Whereupon, at 11:45 a. m., the committee adjourned.) 

(The following message was received after the conclusion of the 
hearings :) 


JUNE 23, 1954. 
J'o the Congress of the United States: 

I herewith transmit recommendations relating to the mutual security pro- 
gram which, I am deeply convinced, are essential to the efforts of the United 
States in the fields of international relations and national defense. These 
recommendations are the outgrowth of painstaking analyses of present mutual 
security programs, recent world developments and alternative methods of pro- 
tecting the Nation’s interests. 

Our mutual security program is based upon the sound premise that there can 
be no safety for any of us except in cooperative efforts to build and sustain the 
strength of all free peoples. Above all else Communist strategy seeks to divide, 
to isolate, to weaken. The mutual security program is an important means by 
which to counter this strategy. It helps us to bolster strength in remote areas 
which are, nevertheless, vital to our own security. It is mutually advantageous 
to our own economy and to the economies of the countries to which we give assist- 
ance, It meets the Communist menace at the frontline with practical and 
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effective measures. It serves the utimate purpose of our foreign policy by ex- 
panding the area of hope and freedom, and thus it helps to secure the founda- 
tions of a free and peaceful world. 

For the new program I urge that the Congress authorize new appropriations 
to the President in the amount of approximately $3,500 million. This amounts 
to approximately a 40 percent reduction in 2 years. Further reductions in the 
authorized program at this time, in view of the continuing threat to our national 
safety, would be unjustified and unsafe. Because the new program is in large 
measure a continuation of existing programs, its success requires reauthoriza- 
tion for expenditure of funds that are still unexpended. 

Measured in terms of functions, about $2,748.4 million of the $3.5 billion of 
new appropriation authority, or 79 percent, is for programs essentially of a 
military nature. Of this amount, $1,580 million is for mutual defense assistance 
(principally military end-items and training) : $945 million is for direct forces 
support (primarily for supplies and equipment for forces in southeast Asia and 
the western Pacific) ; and $223.4 million is for mutual defense support (princi 
pally to sustain abnormally large but essential military programs in certain 
countries). The remainder consists of $241.3 million for programs in Korea, 
¢956.4 million for development assistance (largely in the Near East and south 
Asia), $181.6 million for technical cooperation, and $70.5 million for other pro 
grams, including contributions to voluntary programs of the United Nations. 

Dividing the $3.5 billion into areas, approximately $900 million is for Europe, 
$570 million for the Near East, Africa, and south Asia, $1,770 million for the 
Far East and the Pacific, and $47 million for Latin America. Some $165 million 
is requested for nonregional programs. 

Today the continued ruthless drive of Communist imperialists for world 
domination places an especially high premium on our maintenance of close 
relations with friendly nations. We must provide military assistance to some 
nations, especially to these of strategic military significance which are willing 
to join in the common defense effort. A major part both of the nearly $5 billions 
of expenditures in the current fiscal year and the appropriations authorization 
requested for the coming year is for programs of a military nature. These 
amounts are, indeed, substantial. But a common defense system evolved in 
concert with allies is far less expensive to our people and far more effective for 
the free world than a defense structure erected only on our soil, consisting only 
of our foreés. Such amounts, moreover, are miniscule compared to the cost of 
global war which these programs help to prevent. 

Recent events in southeast Asia have cr sated grave uncertainty. The security 
of that region and the interests of the United States and its allies there are 
clearly endangered. It is, therefore, critically important that the Congress 
authorize the appropriation of funds needed to provide military and other assist- 
ance tu this area and that authority be granted to adjust the use of these funds 
to rapidly changing conditions. 

I also recommend continuance of limited authority to transfer, for use in 
another geographic area or for a different purpose, funds appropriated for one 
geographic area or purpose, Other forms of flexibility which proved their value 
during the past year should also be continued. The United States must be in a 
position to employ these programs with the utmost speed and precision to accom 
plish our goals under the swiftly shifting circumstances of the world. 

Our country’s participation in technical cooperation programs must be vigor- 
ously advanced. Certain fundamentals are essential to their success. First, 
they should provide experts and know-how rather than large amounts of funds 
or goods, although they should not be allowed to fail due to lack of necessary 
teaching and demonstration equipment. Second, they should be tightly adjusted 
to the needs of the host countries. Third, they should be so administered as to 
reach as many people as possible helping them raise their own standards of liv- 
ing and solve their own problems. Technical cooperation programs now before 
the Congress are based on these fundamentals. These programs are our most 
effective countermeasure to Soviet propaganda and the best method by which 
to create the political and social stability essential to lasting peace. 

Three months ago I advised the Congress that economic assistance on a grant 
basis should be terminated as swiftly as our national interest would allow. This 
concept underlies the new programs. In Europe economic assistance is recom- 
mended only for a few local programs of especial importance. As rapidly as 
feasible in our relationships with other countries, these programs are being sup- 
planted by more durable undertakings in the field of mutually profitable private 
investment and trade. As such trade and investment expands, the need for 
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grant assistance will further diminish. But this expansion takes time and effort. 
This requires that in strategically located, underdeveloped areas of the world, 
some grant assistance must be continued for an additional period of time. Such 
assistance is also needed for certain countries which lack the economic capacity 
to establish and equip military forces needed for the common defense. 

Notwithstanding the continuing need for such grants, we must strive con- 
stantly toward relationships with our friends which are more satisfactory, both 
to them and to us, than grant assistance. This legislation should, therefore, re- 
serve for loans not less than $100 million of the fiscal year 1955 funds. Such 
loans would be made where there is reasonable chance of repayment in dollars 
or in local currencies, and should be extended in a manner that would not sub- 
stantially impair a country's capacity to borrow from private banking sources, 
the International Bank for Reconstruction and Development, or the Export- 
Import Bank. This is a vital step toward the general replacement of grant 
economic assistance. We shall achieve this goal as quickly as world conditions 
and our national welfare permit. 

In the administration of the mutual security program, agricultural surpluses 
will be used to strengthen the economics of friendly countries and to contribute 
in other ways to the accomplishment of our foreign policy objectives. We shall 
also attempt to use other products of our farms and the output of our industries 
whenever their use is consistent with the essential objectives of the program, 
after taking into account such factors as availability, price, and quality. In 
the conduct of these and other mutual security programs a Foreign Operations 
Administration performs a necessary function and should be continued. 

The United States has chosen carefully from among many alternatives in or- 
der to chart a sound course in the world. 

We have chosen to build defenses with our allies rather than go it alone, be- 
cause We are convinced that this course is more effective and less costly. 

We have chosen to help develop and expand world markets, because we believe 
that this course will strengthen the economies of all free nations, including our 
own. 

We have chosen to exchange technical knowledge and ideas with our friends, 
because we believe that course will go far toward countering the effects of Com 
munist propaganda, while at the same time promoting peace through improved 
political and economic stability. 

Having embarked upon these courses of action, we shall follow them through. 
We did not choose the gigantic struggle now endangering the world, but surely 
this is clear: During periods when the contest is hardest, we must not falter, we 
must not abandon programs of positive action. Instead, at such a time, we must 
intensify sensible and positive action. 

This program of mutual security is such action; it is one of our most effective, 
most practical, least costly methods of achieving our international objectives in 
this age of peril. 

I therefore strongly urge enactment of mutual security legislation along the 
lines I have herein generally outlined. 

Dwicut D. EISENHOWER. 

THE WHITE Hovse, June 28, 1954. 
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